The Financier of the Revolution 


By ANDREW W. MELLON 


Secretary of the Treasury 


Robert Morris, the Banker Whose Financial Genius Made 
Possible Washington’s Victory at Arms, Must Be Ranked As 


One of the Nation’s Builders. 


Protested Against Issuance of 


Continental Currency Without Silver Backing. His Policies. 


EW men are indispensable, but in 

American history there have been at 

least three whose work was essen- 

tial in giving the nation the form 
in which it exists today. Washington 
founded the nation. Hamilton gave us our 
Federal Union and prevented our growth 
as a collection of petty sovereignties. And 
Robert Morris, by his patriotism and finan- 
cial genius, not only helped to make possible 
the military success of Washington but laid 
the foundation for Hamilton’s later work 
and, with Washington and Hamilton, was 
instrumental in taking the steps which led 
to the Constitutional Convention and the 
formation at last of a strong national gov- 
ernment. 

So accustomed are we to the smooth 
functioning of that government today, that 
we are apt to underestimate the difficulties 
of the men who carried through the Revo- 
lutionary War. We are prone to forget 
that our present governmental institutions 
had not then come into existence and that 
Morris, as Financier of the Revolution, was 
forced to solve his problems without the 
aid of a sound currency or a tax system 
that was effective in producing revenue, or 
even an adequate government organization 
or a strong central authority. 


HE people of the thirteen states were 

patriotic and loyal in their support of 
the war, and the army fought with a courage 
and patriotism that have never been excelled. 
But Congress possessed no power to levy 
or collect taxes, and could make only recom- 
mendations and appeals to the states for 
contributions. Even today, with all the 
Prestige of a firmly established and efficient 
national government and with the strong 


sense of nationality which has grown up 
with it, we most assuredly could not secure 
the funds needed by the Treasury if we de- 
pended upon voluntary contributions from 
the state governments. 

At first the Continentai Congress at- 
tempted to raise funds by issuing vast quan- 
tities of paper money in the belief that it 
would be given value by mere patriotic 
sentiment. Morris constantly remonstrated 
with Congress against the practice of issuing 
such currency without silver back of it. 
But Congress passed laws providing severe 
penalties for those who refused to accept 
the paper money at face value and con- 
tinued the practice of trying to raise funds 
in this way. 

From 1775 to 1779, the notes which Con- 
gress issued steadily depreciated in value as 
there was no reasonable prospect for their 
redemption. At the end of the latter year 
the paper currency had become practically 
worthless and Congress was obliged to 
stipulate that taxes could be paid in corn, 
flour, meat or other supplies needed for 
the army. But the storage and transpor- 
tation of such a cumbersome medium of ex- 
the difficulties of carry- 
ing on the war. Meanwhile Washington 
desperately needed funds to move his army 
to Virginia, where he planned to strike his 
next blow against Cornwallis with the ex- 
pectation of breaking the backbone of 
British aggression. 

Such was the situation when Congress 
turned to Robert Morris as the one man 
whose financial skill and standing in the 
business world qualified him to bring order 
out of financial chaos. Morris was a partner 
in the great commercial house of Willing 
and Morris in Philadelphia, and was per- 
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change increased 


haps the leading merchant of the country. 
He had signed the Declaration of Indepen- 
dence and taken an active part in the prose- 
cution and particularly in the financial op- 
erations of the war. 


ONGRESS abolished the Treasury 

Board which had managed the finances 
and on February 20, 1781, elected Morris to 
the newly-created office of Superintendent 
of Finance. In writing to him at this 
time, Hamilton said: “It is by introducing 
order into our finances, by restoring public 
credit, not by winning battles, that we are 
finally to gain our object.” 

General Washington himself wrote to a 
Congressman: “I have great expectations 
from the appointment of Mr. Morris, but 
they are not unreasonable ones, for I do 
not suppose that by any magic art he 
can do more than recover us by degrees 
from the labyrinth into which our finances 
are plunged.” 

Morris accepted the appointment with 
extreme reluctance, knowing that he would 
be expected to make bricks without straw. 
But he had also a clear conception of his 
office and its possibilities. He determined 
to be not merely Superintendent of Finance 
of a loose alliance of independent states, but 
“Financier of the United States.” He early 
perceived the importance of achieving a 
union of the states, because he knew that 
in no other way could adequate revenues 
be raised. Furthermore he realized, as did 
Hamilton, that financial reform could play 
an important part in bringing about such 
a union, as indeed it did several years later. 

It is interesting to note the outlines of 
Morris’s financial policy. They were, first, 
to institute retrenchment and substitute busi- 
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ness methods in government for the loose 
and wasteful administration by boards and 
committees; second, to give adequate finan- 
cial support to General Washington in his 
military operations; third, to provide a con- 
stant and permanent revenue by establishing 
a tax system under which Congress could 
levy duties on imports; and fourth, to found 
a bank through which the government funds 
could be utilized for the establishment of 
public credit. 

He relied upon securing loans from 
abroad, and particularly from France, as the 
only means of obtaining funds until money 
could be realized from taxes. The usual 
method pursued by Congress was to draw 
bills of exchange on Franklin at Paris 
and on its other representatives abroad, who 
managed by the utmost exertions to borrow 
from governments or private individuals 
the funds needed to meet these drafts when 
they were presented for payment. 

It was from this source that Morris ob- 
tained the funds for organizing the Bank 
of North America, which opened for busi- 
ness in Philadelphia early in 1782. Mean- 
while, Cornwallis had surrendered; but it 
was deemed inexpedient to disband the 
American army until the intentions of Eng- 
land could be known. The states had re- 
fused their consent to the imposition of im- 
port duties by Congress, and practically no 
funds were available from taxes with which 
to pay the army before it was disbanded. 

Congress again turned to Morris in its 
dilemma. It requested him to devise some 


Standard Form of Collec- 
tion Agreement 


io view of the numerous inquiries for the 
standard form of collection agreement 
referred to in the article entitled “Bank Is 
Owner of Deposited Paper,” appearing in 
the June, 1926, issue of the AMERICAN BANK- 
ERS ASSOCIATION JOURNAL, the standard form 
as prepared in the office of the General Coun- 
sel is printed below: 


Standard Form of Collection Agreement 


In receiving items for deposit or collection, this 
bank acts only as depositor’s collecting agent and 
assumes no responsibility beyond the exercise of 
due care. All items are credited subject to final 
payment in cask or solvent credits. This bank will 
not be liable for default or negligence of its duly 
selected correspondents nor for losses in transit, 
and each correspondent so selected shall not be 
liable except for its own negligence. This bank 
or its correspondents may send _ items, directly 
or indirectly, to any bank including the payor, 
and accept its draft as conditional payment in lieu 
of cash. It may charge back any item at any time 
before final payment, whether returned or not, 
also any item drawn on this bank not good at close 
of business on day deposited. 


The standard form may be printed on 
deposit slips, signature cards and passbooks 
and other forms which will bring such 
agreement to the notice of the depositor. 


Group Subscriptions - 


Very many banks in all parts of the coun- 
try are availing themselves of the advan- 
tages of the JourNAL’s Group Subscription 
Plan whereby they can send to the homes of 
members of their staffs a copy of this maga- 
zine for one year. If you are not familiar 
with the plan write for information. 


method to meet the situation, and suggested 
that further funds be borrowed from 
France. He refused to borrow more money 
abroad unless an adequate system of taxation 
and debt funding were adopted for the re- 
payment of the loans; and, as no measure 
could be agreed upon in Congress, he re- 
signed his office as a means of impressing 
the gravity of the situation upon Congress 
and the country. 

He was induced to continue in office 
for some time longer and to carry through 
an issue of notes to provide the payments 
due to the army. These notes were dis- 
tributed to the soldiers, who were then dis- 
banded and Morris set about the difficult 
task of raising funds to meet the notes when 
due. After the utmost exertion he suc- 
ceeded in retiring most of the notes and 
on November 1, 1784, resigned from the 
office of Superintendent of Finance, having 
served his country well through the most 
difficult years of its history. 


ORRIS’S public service did not end 

here. He soon saw that the union of 
the states, which had been achieved at such 
cost during the war, was about to be de- 
stroyed in the inevitable clash of conflicting 
state interests. This was particularly true 
as regarded the police and tax regulations 
of the waterways common to two or more 
states. There was a collapse of credit and 
currency, so that at last conditions pointed 
to the calling of a convention which should 
form “a more perfect union.” 
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In the autumn of 1786, representatives of 
the various states met at Annapolis to dis- 
cuss questions of customs duties, naviga- 
tiom and currency; and out of this meeting 
grew the Constitutional Convention, which 
convened in Philadelphia in May of the 
next year. Morris was one of the delegates 
from Pennsylvania and Hamilton came from 
New York. It was agreed, before the con- 
vention met, that Washington was to be 
its presiding officer. As Franklin, who was 
to nominate him, was ill, this pleasant duty 
fell to Robert Morris. Washington was 
unanimously elected, and was escorted to 
the President’s chair by Morris and Jolin 
Rutledge. 

From this convention emerged the Consti- 
tution of the United States—that great 
charter of our liberties and one of the 
greatest documents of all time. The way 
was cleared for the election of Washington 
as President of the United States and the 
enactment of those constructive measures 
during his administration, which gave life 
to the Constitution and firmly established 
the Federal government along the lines on 
which it operates today. 

In these matters, as in the critical days 
of the war, Washington always had the 
strong and loyal support of Robert Morris. 
In any estimate of his achievements, Morris 
must be ranked as one of the nation’s 
builders; and in erecting a memorial to him, 
we are giving a belated but grateful recog- 
nition of the debt which we owe to one of 
the country’s really great men. 


New Membership Certificates 


greener of the American Bankers 
Association will on September 1 re- 
ceive from the Association headquarters in 
New York City certificates of membership 
for the fiscal year ending August 31, 1927, 
signed by the Executive Manager, F. N. 
Shepherd, and countersigned by the Treas- 
urer, N. D. Prince. 

With the certificate there will go to each 
member a bronze insert showing that dues 
have been paid and this insert should be 
placed in the sign of the Association held 
by members and displayed in a prominent 
position over the .paying teller’s window. 
The sign is a protection for it serves as a 


warning to those who might otherwise at- 
tempt a hold-up or commit other crimes. 


Approximately 22,000 members are en- 
rolled, comprising national and state banks, 
also trust companies and private bankers, 
which is positive evidence that membership 
in the American Bankers Association is 
valued. 

The Constitution and By-Laws of the 
Association provide that membership dues 
shall be paid in advance as of September 
1, the beginning of the fiscal year. To 
avoid unnecessary correspondence and de- 
lay, members are urged to honor the cer- 
tificates when presented. The schedule of 
dues for hanks and trust companies (based 
on capital and surplus) follows: 
$25,000. . .$15.00 


100,000... 20.00 
250,000... 35.00 


less than 
$25,000 and less than 
100,000 and less than 


500,000... 50.00 
750,000... 75.00 
1,000,000. . . 100.00 
2,500,000. . . 150.00 
5,000,000. . .200.00 


250,000 and less than 

500,000 and less than 

750,000 and less than 
1,000,000 and less than 
2,500,000 and less than 
5,000,000 and less than 10,000,000. . .250.00 
10,000,000 and less than 15,000,000. . .300.00 
15,000,000 and less than 20,000,000. ..350.00 
20,000,000 and less than 25,000,000. . . 400.00 
25,000,000 and less than 30,000,000. ..450.00 
30,000,000 and less than 35,000,000. . .500.00 
35,000,000 and less than 40,000,000. . .550.00 
40,000,000 and less than 45,000,000. . .600.00 
45,000,000 and less than 50,000,000. . .650.00 
50,000,000 and less than 55,000,000. ..700.00 
55,000,000 and less than 60,000,000. . .750.00 


Private Bankers and Banking Firms: 
Dues are based on capital employed in 
their business per schedule above. 
Dues for Branches of any of the Above 
Classes of Membership: 
With separate capital, same as schedule: 
without separate capital, specifically set 
aside therefor $15.00 
Dues for mutual and co-operative sav- 
ings banks or institutions without capital 
are based on their surplus or reserve 
fund, as per table above. 
Dues for Canadian Institutions: 
Based on above schedule with the ex- 
ception that $250.00 is the maximum fee. 
Please remit direct to the American Ex- 
change-Pacific National Bank, New York, in 
New York funds, making your check pay- 
able to that institution. 
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How Far Apart are the Senate and 
House on the McFadden Bill? 


By CHARLES W. COLLINS 


Deputy Comptroller of the Currency 


Congress Lays Down National Policy Against State-Wide Branch 
Banking, But Considers Home-City Branches a Local Policy. 


Split Centers Around One Point—Right of National Banks to 


HE House and the Senate conferees 
appointed to settle the differences 
between the two houses of Congress 
on the McFadden Bank bill reached 

an agreement before the adjournment upon 
every provision of the bill except the so- 
called Hull amendments. The purpose of 
this article is to present the position of the 
House and the Senate upon the bill as it 
passed, and to show the changes that were 
agreed upon in conference in order that the 
reader may judge for himself the extent 
and importance of the matter yet in dis- 
agreement. 

The bank bill, known as H. R. 2, as it 
passed the House on Feb. 4, 1926, contained 
twenty-six sections. The bulk of these pro- 
visions were not subject to any controversy 
or difference of opinion, but are of great 
importance to the national banking system, 
containing as they do many adjustments of 
the charter powers of the national banks to 
modern banking conditions. 


Branch Banking Covered 


yb hows bill, however, as it passed the House 
and the Senate, is also designed to ex- 
press a national policy on the question of 
branch banking. These provisions were con- 
tained in the House bill in Section 1, Sec- 
tion 7, Section 8 and Section 9. 

Section 1, which permits a state bank to 
consolidate with a national bank, would pre- 
vent such a state bank from bringing into 
the national system any branch which it 
may have on the outside of the home city 
of the parent bank. This prohibition oper- 
ated also against such branches of the state 
bank as were lawfully established prior to 
the enactment of H. R. 2. In addition, the 
Hull amendment provided that such home 
city branches as the state bank may have 
established in any state which permitted 
branch banking after the enactment of 
H. R. 2, would also have to be relinquished 
or abandoned. In other words, such state 
bank upon consolidation with a national 
bank could retain only its home city branches, 
and these only upon condition the state law 
permitted branches at the time of the en- 
actment of H. R. 2. Such branches, how- 
ever, as may have been established under a 
state law which was repealed before the 
enactment of H. R. 2 could be retained pro- 
vided the state law permitted their continu- 


ance. 
The next branch banking provision of the 


Have City Branches in Event Practice Spreads to Other States. 


House bill, contained in Section 7, relates 
to the question of the status of branches 
upon the conversion of a state bank into 
a national bank. The original National 
Bank Act of 1864 authorized such conver- 
sion, and under the amendment of 1865 the 
converting state bank was expressly per- 
mitted to bring into the national system such 
branches as it may have at the time, re- 
gardless of their number or their location— 


Lone Issue 


HILE the McFadden 
bill failed of passage 
by Congress at the last ses- 
sion, this article, written by 
the Deputy Comptroller of 
the Currency, reveals that 


there was a general agree- 
ment on the cardinal prin- 
ciples of a national policy 
on branch banking. The 
split between the House and 
the Senate grew out of a 
difference of views only on 
one point—the right of na- 
tional banks to have city 
branches in event states 
which do not now sanction 
branch banking change 
their laws in future years. 


[KARR AR RAR Vil 


whether home-city, county-wide or state- 
wide. 

The House bill restricted the retention by 
the converted bank to those branches which 
are situated within the corporate limits of 
the city in wh‘ch the converted bank is 
situated. The Hull amendment added a fur- 
ther restriction to the effect that, if such 
a- state bank is situated in a state which 
permits branch banking subsequent to the 
enactment of H. R. 2, then in that event no 
branches at all could be retained upon na- 
tionalization. The effect, therefore, of this 
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House provision would be to bar from na- 
tionalization, through the process of con- 
version, any state bank which had branches 
established outside of the limits of the home 
city of the bank, including those lawfully 
established prior to the enactment of H. R. 
2, and those state banks located in what 
may become future branch banking terri- 
tory, provided they had acquired branches of 
any kind. 


Freezing the Situation 


HE next branch banking provision of 

the House bill, contained in Section 8, 
covers the question of the right of national 
banks to establish new branches. The House 
bill provided, in general, that in any state 
in which state banks are permitted to have 
branches, national banks may establish home 
city branches only; that is, such branches 
must be confined ‘to the corporate limits of 
the same city in which the national bank 
is situated. 

The Hull amendment added a further pro- 
hibition to the effect that no national bank 
shall be permitted to establish a branch in 
any state which becomes a branch banking 
state subsequext to the enactment of H. R. 
2. To illustrate, if the state of Washington 
should hereafter permit the state banks to 
have branches, no national bank could es- 
tablish a home-city branch in that state. 
The House bill would therefore categori- 
cally limit the future establishment of 
branches by national banks to those twenty- 
two states which now permit the state banks 
to have branches regardless of what change 
of policy any of the other twenty-six states 
may hereafter adopt. 

The final branch banking provision of the 
House bill, contained in Section 9, related 
solely to the status of branches of state 
banks in the Federal Reserve System, actual 
and prospective. Any state bank member 
could retain whatever branches it had at 
the time of the enactment of H. R. 2, no 
matter where the branches were situated— 
whether home-city, county-wide or state- 
wide. After the enactment of H. R. 2 such 
state member banks were prohibited from 
establishing any new branches except with- 
in the confines of the home city of the 
parent bank. A violation of this prohibition 
would subject the offending bank to ex- 
pulsion from the Federal Reserve System. 
The Hull amendment provided a further 
restriction, that expulsion from the Federal 
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Reserve System would also follow if any 
state member bank established a home-city 
branch in any of the present non-branch 
banking states which may hereafter permit 
state banks to have branches. 

As to the state banks not now members 
of the Federal Reserve System, the House 
bill would permit them to become members 
only upon condition that all branches situ- 
ated on the outside of the home city of the 
parent bank be relinquished or abandoned, 
including the branches which were in law- 
ful operation at the time of the enactment 
of H. R. 2. The Hull amendment provided 
a further restriction that no state bank shall 
be permitted to enter the Federal Reserve 
System which had in operation a home- 
city branch in any of the present twenty- 
six non-branching states which may here- 
after permit its state banks to have 
branches. 


Senate Combines Provisions 


HE Senate greatly simplified the ar- 

rangement of the branch banking pro- 
visions of the bill by writing all of those 
pertaining to national banks into Section 7 
and all those pertaining to state barks in 
Section 9. 

Section 7 provided that a state bank upon 
consolidation with, or conversion into, a na- 
tional bank could bring inito the national 
system all of the branches which it had at 
the date of the approval of H. R. 2. Any 


branches established after that date would 
have to be abandoned. This would permit 
state-wide or county-wide branches, lawfully 
existing at the date of the enactment of 
H. R. 2, to be nationalized. It provided also 


that national banks might establish new 
home-city branches in any state which, at 
the time of the establishment of the branch, 
permitted the state banks to have branches. 
In such a case the Comptroller of the Cur- 
rency was authorized to define the home 
city to include the immediately contiguous 
incorporated suburbs in such states as ac- 
corded a similar liberty to the state banks. 
Section 9 provided that a state bank 
might become a member or retain its pres- 
ent membership provided it did not estab- 
lish any branches beyond the limits of its 
home city after the enactment of H. R. 2, 
the term home city to include the contiguous 
territory under the same conditions above 
referred to’ for national banks, as may be 
defined by the Federal Reserve Board. This 
would permit now existing lawfully estab- 
lished state-wide or county-wide branches 
to be brought into or to continue to exist 
in the Federal Reserve System, but would 
for the future bar all such branches upon 
pain of expulsion from or prevention of 
entrance into the Federal Reserve System. 


Differences Before Conference 


EFORE the bill was sent to conference 

the important points of difference, 
therefore, between the House and the Sen- 
ate over the branch banking provisions may 
be briefly stated. 

The House denied to a state bank, upon 
entering the national system by consolida- 
tion or conversion, the right to bring in the 
branches now existing on the outside of the 
corporate limits of the city in which the 
state bank is situated, and the Senate per- 
mitted the same. 


The House, through the Hull amend- 
ment, denied to both national and _ state 
member banks of the Federal Reserve Sys- 
tem the right to have any branches at all 
in any state which may hereafter permit 
branches, whereas the Senate permitted the 
establishment of home-city branches only in 
any such state. 

The House confined the future establish- 
ment of branches by national and_ state 
member banks to the corporate limits of 
the home city of the bank, while the Senate 
permitted additional branches, at the dis- 
cretion of administrative authority, to be 
established in the incorporated suburbs im- 
mediately adjacent. 

These were the three principal differences 
in branch banking policy upon which the 
bill was sent to conference. In this con- 
nection it should be remembered that when 
the bill was in Congress as H. R. 8887 at 
the last session, the principal point of dif- 
ference was involved in the refusal of the 
Senate Committee to agree to the House 
provision in Section 9, which prohibited a 
state bank member of the Federal Reserve 
System from establishing any additional 
branches beyond the corporate limits of the 
home city of the bank. However, in pass- 
ing H. R. 2, the Senate conceded this point 
to the House, thereby removing from the 
jurisdiction of the conferees what consti- 
tuted the principal bone of contention last 
year. 

The bill went to conference on May 13, 
the Senate conferees being Senators Mc- 
Lean, Edge and Glass, and the House con- 
ferees Representatives McFadden, King 
(Ill.) and Wingo. After many ups and 
downs, the conferees failed to reach a final 
agreement, and the bill was still in confer- 
ence when Congress adjourned for the sum- 
mer on July 3. 


What Was Agreed On 


OWEVER, the conferees had at that 

time reached an agreement upon the 
following cardinal points of a branch bank- 
ing policy, with the single exception of the 
application of the Hull amendment to 
paragraph 2: 

1, That no national bank be permitted in 
any state to establish a branch beyond the 
corporate limits of the municipality in which 
the bank is situated. 

2. That no national bank be permitted to 
establish a home-city branch in any state 
which does not at the time of such estab- 
lishment permit the state banks to estab- 
lish branches. 

3. That no state bank be permitted to 
enter or to retain membership in the Fed- 
eral Reserve System if it has in operation 
any branch which may have been estab- 
lished, after the enactment of H. R. 2, be- 
yond the corporate limits of the municipal- 
ity in which the bank is situated. 

4. That no branches, which may have 
been established after the enactment of 
H. R. 2, beyond the corporate limits of the 
municipality in which the parent bank is 
situated, be permitted to be retained when 
a state bank converts into or consolidates 
with a national bank, or when two or more 
national banks consolidate. 


The House conferees are insisting, and - 


they have been thus instructed by the House, 
that the Hull amendment be added so that 


paragraph 2, above, will provide in addition 
that no national bank shall be permitted to 
establish a home-city branch in any state if 
the state law permitting branch banking to 
the state banks was enacted after the enact- 
ment of H. R. 2. The Senate conferees are 
unanimous in their refusal to embrace this 
policy. They construe the two record votes 
of the Senate against the Hull amendment 
as instructions to oppose it. 

The exact language in disagreement may 
be found on page 13 of the printed bill. 

Section 7, Senate amendment, paragraph 
(c), reads as follows: 

“(c) A national banking association may, after 
the date of the approval of this Act, establish and 
operate new branches within the limits of the city, 
town or village in which said association is situated 
if such establishment and operation are at the time 
permitted to state banks by the law of the state in 
question.” 

The words “at the time” (italicized by the 
writer) refer to the time when the national 
bank establishes the branch. For example, 
under this Senate amendment if, after the 
enactment of H. R. 2, the state branch bank- 
ing law is repealed so as to deny home-city 
branch powers to the state banks, auto- 
matically the power of national banks to 
establish additional home-city branches 
would cease. The authority of national 
banks to establish home-city branches un- 
der the Senate proposal would come into 
existence immediately in the present twenty- 
two branch banking states, and in the future 
if and when any of the twenty-six non- 
branch banking states authorized the state 
banks to establish home-city branches. It 
would continue so long as this authority 
of the state banks continued. 

The House conferees proposed to add the 
Huli amendment in the words “at the time 
of the approval of this act and,” so that the 
sub-section would read thus: 

“(c) A national banking association may, after 
the date of the approval of this Act, establish and 
operate new branches within the limits of the city, 
town or village in which said association is situated 
if such establishment and operation are at the 
date of the approval of this Act and at the time 


permitted to state banks by the law of the state in 
question.” 


Where the Conferees Split 


PON this rock the conferees have split, 

the House conferees insisting that the 
power of national banks to have home-city 
branches shall have a permanent maximum 
territorial limit which shall be coterminus 
with the boundaries of the now existing 
twenty-two branch banking states; that this 
territory shall automatically shrink as suc- 
cessive branch banking states may in the 
future join the ranks of the non-branch 
banking states; but that on the other hand it 
shall not automatically expand as successive 
non-branch banking states may in the future 
join the ranks of the branch banking states. 
The Senators agree to the first restriction, 
but are unalterably opposed to the second. 
Both the House and the Senate are in 
agreement that national banks should not as 
a national policy be permitted to establish 
branches beyond the home city of the bank 
in any state regardless of the extent of the 
state bank’s branch banking powers. But, 
on the other hand, they agree also that 
there are conditions under which national 
banks should be permitted to establish home- 
city branches and conditions under which 

(Continued on page 107) 
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rofits in the Tobacco Industry 


By D. RICHARD YOUNG 


America’s Oldest Industry is in the Billion Dollar Class. 


Cigarette Displaces the Cigar in Popular Favor. 
Is the Largest Money Maker. 
Now Has 3,000 In It. 


ANY bankers, when they think 

of the tobacco industry, regard 

it as non-essential and of minor 

importance, and consider it a 
rather recent development due to the great 
increase in cigarette smoking, which grew 
out of the war. 

But the tobacco industry is as old as 
America. For generations before Colum- 
bus discovered the New World, the use of 
tobacco had been in vogue among the In- 
dians of the Western Hemisphere. The 
plant was native only to the soil of the new 
continent, and when Columbus sailed home- 
ward he carried with him quantities of the 
leaf to prove the finding of a new world 
by the evidence of a then unknown com- 
modity. Tobacco was our first export. 

In the early days of the American colo- 
nies, tobacco was the basic commodity of 
the country. It was used as a standard of 
value, and for a long period notes, issued 
against the pledge of tobacco in warehouses, 
were the currency in general circulation. 


In Billion Dollar Class 


EITHER is tobacco a minor industry. 

It is now in the “billion dollar class,” 
according to the value of its products as 
reported to the United States Census Bu- 
reau, and the financial statements of its 
leading manufacturers compare favorably 
with the largest industries, such as steel, 
automobiles and oil. The R. J. Reynolds 
Tobacco Company, maker of the well- 
known “Camel” cigarettes and “Prince Al- 
bert” smoking tobacco, reported net profits 
last year of over $25,000,000. Only six of 
our great railroad systems made as much as 
this, and it exceeds the best figures of any 
concern in such lines as meat packing, bak- 
ing, sugar, textiles, shoes, coal, building 
materials, rubber and others. 

Following is a tabulation of the earnings 
for the last three years of the leading 
American manufacturers of tobacco prod- 
ucts which have published reports to stock- 
holders and in the newspapers. The figures 
represent net profits available for dividends 
or to carry to surplus, i. e., after all ex- 
penses, depreciation, interest, reserves, ad- 
justments and provision for taxes have ‘been 
deducted. All fiscal years end December 31. 


Manufacturers Tobacco Products 


Net profits—000 omitted 
1923 1924 1925 


American Cigar Co....0. 1,724- 1,633 2,210 
American Snuff Co........ 2,083 1,859 1,640 
American Tobacco Co...... 17,808 20,785 22,239 
Bayuk Cigars, Inc......... 902 862 634 
ongress Cigar Co........ 940 1,176 1,732 
Consolidated Cigar Corp.... 472 1,081 1,523 
Cuban Tobacco Co........ 492 1,493 
General Cigar Co.......... 2,938 2,764 2,657 


George W. Helme Co...... 2,096 2,200 2,204 
Liggett & Myers Tobacco Co. 9,622 11,970 15,290 
R. J. Reynolds Tobacco Co.23,040 23,778 25,222 
Schulte Retail Stores Co... 3,764 4,342 6,417 
Tobacco Products Corp..... 4,380 7,617 7,311 
United Cigar Stores Co.... 4,758 6,697 8,813 


United States Tobacco Co.. 629 666 767 


The steady growth in earnings, as shown 
by this table, is most impressive, and illus- 
trates the relative stability which is char- 
acteristic of the tobacco business as com- 
pared with other lines. Retail sales of 
tobacco products run more or less constant 
regardless of fluctuations in the cycle of 
general business. 


Unaffected by Hard Times 


HE habitual smokers who find them- 

selves in a position of prosperity may 
increase their expenditures for food, rent, 
clothing and automobiles, but they are not 
likely to spend much more for tobacco, 
since they are accustomed to consume a 
certain amount per day and no more. Sim- 
ilarly, during a general depression, the rela- 
tively small amount of “tobacco money” 
will continue to be spent so long as possi- 
ble, even though it becomes necessary to 
curtail in other directions. Sometimes an 
actual increase in tobacco sales takes place 
in periods of unemployment, for at such 
times people have more leisure to smoke 
than they otherwise would, and the general 
nervousness and uncertainty prevailing acts 
to increase the demand for a stimulant such 
as tobacco. 

The famous economic law of supply and 
demand does not function very promptly in 
the retail tobacco business. Individual tastes 
differ, and when a man likes a certain cigar 
or cigarette he will probably continue to 
buy it regardless of a moderate increase 
in price. If the price be reduced a few 
cents, this will not likely cause him to buy 
more than usual, nor will it attract other 
smokers. Increased trade is built up main- 
ly by a long and extensive advertising cam- 
paign, and the introduction of a new brand, 
particularly a cigarette, is an undertaking 
that today requires advertising expenditures 
running into the millions. In very expen- 
sive cigars, of course, there occurs a greater 
fluctuation to be reckoned with than in the 
case of the cheap and moderate priced goods. 

In the early days of the tobacco industry 
the leaf was smoked in pipes. Then came 
the making of snuff, prepared by pulver- 
izing the leaf and adding flavoring mate- 
rials. Snuffing was regarded as possessing 
medicinal qualities, and was first used as a 
curative for bronchial and stomach ailments, 
later being adopted as a pleasurable habit, 
which became fashionable throughout Eu- 
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Reynolds 


One Chain of Tobacco Stores 
Outlook Favorable for Good Returns. 


rope. Many examples of the beautiful snuff 
boxes of three centuries ago are in the 
hands of art collectors and museums. Snuff 
is now used by some as a preservative to 
the teeth, and there is an active demand for 
export. 

The next development was the rolling of 
the leaf into cigars and for about 200 years 
cigars were made entirely by hand. Toward 
the end of the eighteenth century began the 
invention of machinery for this purpose, 
but it was only after countless failures and 
the expenditure of years of time and mil- 
lions of dollars that the successful machine 
to make a complete cigar was perfected. 
The modern machine is a masterpiece of 
mechanical ingenuity and turns out cigars 
of uniform shape, size and weight on a 
quality productive basis and with a minimum 
of personal operation. This has enabled the 
manufacturer to sell a better made cigar of 
higher quality tobacco at a lower price. 


Popularity of Cigarettes 


HE greatest expansion of the industry, 

however, came with the popularity of 
the cigarette during the war. The follow- 
ing summary of the production of the three 
classes of tobacco products, namely, ciga- 
rettes, cigars and manufactured (smoking, 
plug and snuff), shows how the cigarette 
branch of the industry has forged ahead, 
while the other two classifications have 
hardly held their own. 


U. S. Tobacco Products 


Monthly average—000,000 omitted 
Cigarettes Cigars Mfd., lbs. 


1,495 591 36.9 
2,900 682 39.7 
3,157 583 37.7 
3,718 664 33.3 
6,663 542 34.2 


(1) Five months ended May 31. 


Displacement of the cigar by the cigarette 
as the chief product is also illustrated by 
the accompanying diagram, which shows 
the monthly production of each since 1921, 
together with the monthly average by years 
carried back to 1901. 

It will be observed that this industry, like 
most others, has a definite seasonal fluctua- 
tion. The statistics available are based on 
stamp taxes paid to the United States In- 
ternal Revenue Bureau when the products 
are withdrawn from bonded warehouses for 
distribution, and represent actual demand. 
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Courtesy American Machine & Foundry Co. 


This machine manufactures over 600 cigarettes per minute, or nearly 1,000,000 per day 


They correspond more or less to factory 
production, although production may be 
scheduled to run somewhat more uniformly, 
any excess of output over shipments being 
stored in warehouses. 

The peak of demand comes in the sum- 
mer and particularly in late fall in prepara- 
tion of the large holiday trade, while the 
actual sales to the public come a month 
or so after the manufacturers have with- 
drawn from stock for shipment to branches 
or jobbers, for distribution in turn to the 
retail stores. December is by far the best 
month of the year for the retailer, but the 
worst for the manufacturer, since the mer- 
chant has filled his Christmas requirements 
in the fall, and desires to order as little 
as possible just before the end of the year 
in order to have a small inventory on state- 
ment date. But in January he begins order- 
ing again, and the withdrawals by manu- 
facturers take a jump, even though January 
and February are not especially good months 
for retail trade. It is said that the poor 
sales early in the year are partly caused 
by so many inveterate smokers resolving to 
“swear off” every New Years. 


Poor Crop Outlook 


HE United States grows about 35 per 

cent of the world’s tobacco. The Ameri- 
can crop last year was 1,365,000,000 pounds, 
which compared with 1,243,000,000 pounds 
in 1924 and a 1,333,000,000 pound average 
for the ten years 1916-25. 


Tobacco is cultivated commercially in more 
than one-third of the states, but Kentucky, 
North Carolina, Virginia and Tennessee to- 
gether produce about 80 per cent of the 
crop. In these states tobacco is the princi- 
pal agricultural product. 

A variety of types and grades of tobacco 
are raised. The bright flue-cured type, 
grown mostly in the Carolinas, Virginia, 


and Georgia, is the principal cigarette to- 
bacco and exceeds any other in volume of 
production and in export. Burley, grown 
chiefly in Kentucky, is used in the manu- 
facture of smoking and chewing tobacco, 
but also in cigarettes. The dark-fired type, 
produced for the most part in Kentucky and 
Tennessee, is used in the manufacture of 
snuff, smoking and chewing tobacco. 

Of the cigar types, there are four cen- 
ters in this country, the Connecticut-Massa- 
chusetts territory, Pennsylvania, Miami 
(Ohio) Valley and Wisconsin. A great 
deal of high quality cigar leaf is imported 
from Cuba, Porto Rico and the Far East 
(through Holland), while cigarette leaf for 
blending is purchased in Turkey, Greece and 
Italy. 

Crop prospects at the present time are 
not favorable. The cold spring weather 
delayed the transplanting of the tobacco 
plants, and the drought which followed for 
several weeks retarded growth. Advices 
from the leading southern states are pessi- 
mistic in tone and indicate that the acre- 


During a quarter century, cigar pro- 

duction remained practically station- 

ary, while cigarette output has been 
multiplied thirty-five times 
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age under cultivation is considerably lower 
than had been planned. The plants that had 
been nursed along showed improvement as 
a result of the rains in June and July, by 
the concensus of opinion appears to be that 
the 1926 crop will be much less than last 
year’s yield, the government estimate put. 
ting the figure 17 per cent less, and also that 
picking will be later this year than usual, 

The Virginia situation is somewhat of a 
mystery. Not long ago one of the large 
cooperative marketing associations there 
went into receivership, and there have been 
for a long time rumors that large stocks 
of unsold tobacco are still in the hands of 
farmers and various cooperatives as well, 
which have been holding for a rise in value, 
The general price level for standard grades 
is slightly below that of a year ago. 


Dissolving the “Tobacco 
Trust’’ 


cy of the most interesting chapters in 
the history of the tobacco industry js 
the growth and expansion of the American 
Tobacco Company, its domination of the 
trade, and its subsequent dissolution by the 
courts. Certain events connected with this 
organization may be recalled with value be- 
cause of their bearing on the trend and de- 
velopment of the industry as it now exists. 

From the earliest days of its manufac- 
ture, the cigarette was a machine-made 
product. Nearly all of the processes could 
be performed mechanically, and there were 
several ingenious machines on the market 
in the 1880’s that turned out cigarettes at 
a relatively low production cost. Unskilled 
labor could be employed, and these factors, 
aided by the element of uniformity which 
persistent demand for a particular brand 
created, favored large-scale, concentrated 
production. 

The existence of several cigarette ma- 
chines brought about a period of destruc- 
tive competition by the numerous producers. 
In 1890 Mr. James B. Duke, who died last 
year, the owner of one of the most efficient 
machines, in order to end this hurtful com- 
petition and to get the benefits of large- 
scale production, organized the American 
Tobacco Company, which consolidated five 
of the largest cigarette manufacturing con- 
cerns, controlling at that time 97 per cent 
of the entire cigarette output. 

During the fifteen years that followed, 
the American Tobacco Company extended 
its influence into other branches of the in- 
dustry, and through merger or outright pur- 
chase acquired a large share of the smok- 
ing, snuff and chewing tobacco trade. Its 
efforts to dominate the cigar line, however, 
met with only limited success, due to the 
fact that the cigar factories were widely 
scattered geographically and were carried 
on by a relatively large number of small 
establishments. The practicable machine for 
cigar making had not yet made its appear- 
ance. A number of other companies sup- 
plying materials to the tobacco industry 
were also acquired, including licorice (used 
for flavoring), tin foil and boxes. The 
Overseas trade was developed vigorously; a 
controlling interest purchased in the leading 
English manufacturing company, and fac- 
tories acquired in Cuba. 

By 1907 the American Tobacco Company 
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controlled around 80 per cent of the to- 
bacco business in this country, except cigars. 
The government charged that the organiza- 
tion was a monopoly, that it stifled compe- 
tition, and dictated the prices of both the 
raw leaf and manufactured products. In 
its answer the company contested the charges 
and denied that its operations were inimical 
to the public welfare, but after extended 
litigation the Supreme Court ordered a dis- 
solution. In accordance with this decree 
the business of the company was segregated 
into fourteen separate corporations, between 
which there were no controlling or inter- 
locking interests. 


R. J. Reynolds Tobacco Co. 


INCE 1911 there has been a constant re- 

alignment in the proportions of the vari- 
ous branches of the industry carried on by 
the leading factors. While definite figures 
are not available as to output of individual 
companies, it is well known that in the 
cigarette branch, which is the most impor- 
tant, the R. J. Reynolds Company, one of 
the offshoots of the “trust,” has gained first 
place, although at the time of the dissolu- 
tion it had no share in the cigarette trade. 
The popular “Camels” are said to account 
for nearly one-half the entire cigarette pro- 
duction of this country. 

This company had, according to its pub- 
lished balance sheet of Dec. 31, 1912, a 
capital of $10,000,000 in common stock and 
a $5,844,573 surplus. The latest annual re- 
port published this year showed on Dec. 31, 
1925, a capital and surplus of $119,154,393, 
so that the net worth has increased eight- 
fold in thirteen years, some of which has 
come from the sale of additional stock, and 
a large part from earnings retained in the 
business and distributed as stock dividends 
after payment of liberal cash dividends. 
During the ten years 1916-25 the company’s 
net profits aggregated $156,158,000. 

At the beginning of the year 1925 the 
company had $20,000,000 preferred stock 
outstanding, $10,000,000 common, $70,000,- 
000 Class B, and a surplus of $29,732,814, 
making a total capital investment of $129,- 
732,814. The 1925 net profit of $25,221,579 
would represent on this figure a return of 
19.4 per cent. In December of last year 
the entire issue of preferred stock was 
called for retirement, and the dividend rate 
on the common stock (par $25) increased 
from $3 to $4 annually, which rate was 
again increased this June to $5. This is 
equivalent to 20 per cent on the par value 
and is the highest regular dividend rate of 
any tobacco company in the country. 

While this return is above the average 
in other lines, it must be kept in mind that 
the Reynolds Company is the largest and 
one of the most successful tobacco concerns 
and that not everyone engaged in the to- 
bacco industry is so fortunate. Comparing 
this 19.4 per cent return with that of other 
lines that have been discussed in this series 
of articles on profits appearing in the 
American Bankers Association Journal, 
the leading steel company made last year 
only 5.16 per cent on invested capital, the 
foremost automobile manufacturer 23.6 per 


cent, and the largest oil company 11.35 per 
cent. 


Another tobacco enterprise that has had 
a phenomenal growth is the United Cigar 
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This new machine, with 
four operators, produces 
450 cigars per hour, uni- 
form in size, weight and 


Company of America. A 


Stores leaflet 
entitled “Our First Quarter Century,” 
distributed by the company this summer, 
sketches the development of the modern 
cigar store idea by Mr. George J. Whelan, 
as contrasted with the dingy, old-time to- 
bacconist shop with a wooden Indian guard- 
ing the portal. From a modest beginning in 
a little store on Nassau Street, New York, 
there has grown a chain of stores number- 
ing over 3000 and serving 1,000,000 custom- 
ers daily. A statistician who read the leaf- 
let calculates that these stores have a coun- 
ter space ten miles long! 

From a business the first year of $93,000 
and a capitalization in 1905 of $375,000, the 
concern has expanded to sales of $85,000,- 
000 last year and assets of $74,000,000. 

As an illustration of the investment value 
of the stock, the pamphlet tabulates the 
return to a person who in 1905 purchased 
100 shares of stock at par and in 1907 sub- 
scribed to the 120 shares additional stock at 
par, to which he was entitled, making a 
total investment of $22,000. He would have 
received in cash dividends in the 20 years 
following 1905 the sum of $857,824; in 
rights on preferred stock worth $10 per 
share, $24,000, and in distribution of Ameri- 
can Tobacco Company common stock, 
$8,400, making total cash receipts of $890,- 
224. In addition, he would have in his pos- 
session, from the original purchase and sub- 
sequent stock dividends, 35,852 shares, par 
$25, having a market value of $90, and worth 
$3,226,680! The present quotation on the 
shares is several points higher than when 
this tabulation was made. 


The Outlook Favorable 


FTER the foregoing discussion of the 
tobacco industry and the peculiar char- 
acteristics responsible for its steady growth, 
the matter of future outlook may be dis- 


Courtesy Interna‘ional Cigar 


This machine helps to 
keep down the smoker's 
costs 


Ce. 


missed as obvious. With a 12 per cent gain 
in cigarette output so far during 1926 as 
compared with 1925, there is every reason 
to expect a continuance of large earnings, 
and such interim reports as have been pub- 
lished support this belief. The cigar branch 
of the business is having a struggle to main- 
tain its relative position, but reports of 
improvement still persist, and it is claimed 
that the advantage of the cut in cigar reve- 
nue taxes in the Act of 1926, together with 
somewhat lower prices for leaf and more 
aggressive advertising, will surely have their 
effect in time. The tobacco which is un- 
suitable for use in any but manufactured 
form, and has thereby been for years some- 
thing of a drug on the market, is being 
offered at special rates with the sale of 
pipes, and if the success of such campaigns 
as have been reported are representative of 
the entire country, the gaining of a new 
army of pipe smokers cannot but soon be 
reflected in increased sales of smoking mix- 
tures. 


In New York, Chicago, and other cities 
there has been some price cutting by chain 
stores and independent cut-rate shops. It 
is said, however, that this is purely local; 
that the manufacturers have not reduced 
wholesale list prices and have no intention 
of so doing, so there appears little likeli- 
hood of the large companies being drawn 
into a price war. The industry seems to 
enjoy banner years as a matter of course, 
and the well-established companies should 
continue to be favorably regarded by bank- 
ers, who would willingly extend them credit 
if required up to the legal limit, and by 
investors, who have now bid up prices high 
enough to discount a good measure of the 
future prosperity. 


PROTECTIVE SECTION 
INGS PREVENT LOSSES. 
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.1.B. To Offer Advanced Courses 


Graduate Courses in Banking to be Inaugurated, American 
Institute of Banking is Informed at 24th Annual Convention 
At Dallas. Departmental Conferences Again the Feature. Paul 
B. Detwiler is Elected President. 33,000 Students Now Enrolled. 


RADUATE courses in banking are 
to be offered by the American In- 
stitute of Banking, it was an- 
nounced at the twenty-fourth an- 

nual convention, which was held at Dallas, 
Tex., on July 12-16. Stephen I. Miller, the 
National Educational Director, revealed that 
the educational arm of the American Bank- 
ers Association was planning to 
broaden the scope of its activities by 
giving advanced courses in trust func- 
tions, in credits, investments, and bank 
administration. 

The amazing growth of the Institute 
was cited. In July, 1901, there were 
only nine chapters in existence, with a 
total membership of about one thou- 
sand. As the Institute turned the first 
quarter century of its existence there 
were 186 chapters with a total of 
more than 57,000 members, with about 
33,000 enrolled in the study courses. 
In the opinion of Dean Miller, the 
saturation point in the number of 
chapters will be reached when about 
two hundred are installed. If the In- 
stitute is to realize its full possibilities, 
in the judgment of its directing heads, 
it must offer instruction in banking 
and finance beyond the subjects taught 
in elementary classes and in the stand- 
ard courses. The competition of the 
future will force Institute men and 
women to continue their education, 
Dean Miller asserts, and the comple- 
tion of their present courses brings 
the average certificate holder to the 
point where he is ambitious to learn 
more of the banking business. 

Work is now in progress on the 
graduate study plan, which will take 
in a course of four subjects. At the 
outset there will be only one required 
subject and three electives chosen from a 
broad list. 


IKE other American Institute of Bank- 
ing conventions, the departmental con- 
ferences were the feature. About 1150 were 
in attendance at the sessions of the Institute, 
which were characterized by a high degree 
of interest in the subjects that were pre- 
sented and later subjected to an open forum 
discussion. Departmental conferences were 
held in audits and accounting, bank adminis- 
tration, business development and advertis- 
ing, checks and collections, credits, foreign 
trade and foreign exchange, investments and 
investment banking, savings banking, and 
trust functions. Each conference had a 
leader, who led the discussion and aided in 
the full development of the subjects. There 
were about ninety papers presented at the 
departmentals, many of which were based on 
facts developed by lengthy research and, in 


some cases, by questionnaires distributed on 
a nation-wide basis. 

The participation in the conferences was 
informal, so that Institute members from all 
parts of the country might have an oppor- 
tunity to learn the most approved methods 
of handling various bank operations, of ob- 
taining new business or developing various 


Paul B. Detwiler 


bank services, useful in the daily routine. 

The conference leaders were: Audits and 
accounting—George R. Kingdon, assistant 
cashier, The First National Bank, Los 
Angeles; bank administration—Edward F. 
LeBreton, assistant vice-president, Hibernia 
Bank & Trust Company, New Orleans; busi- 
ness development and advertising—Frank M. 
Totton, assistant cashier, The Chase Nation- 
al Bank, New York City; checks and col- 
lections—S. Young Tyree, assistant cashier, 
State-Planters Bank and Trust Company, 
Richmond, Va.; credits—Hugh C. Gruwell, 
manager Credit Department, The United 
States National Bank, Portland, Ore.; 
foreign trade and foreign exchange—F. V. 
Forrestal, assistant manager, Foreign De- 
partment, The Farmers’ Loan and Trust 


‘Company, New York; investments and in- 


vestment banking—Charles B. Engle, assist- 
ant manager, Bond Department, The Inter- 
national Trust Company, Denver, Colo.; 
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savings banking—Roy R. Marquardt, assist- 
ant cashier, First Trust & Savings Bank, 
Chicago; trust functions—Robert Mayer, 
assistant trust officer, Provident Trust Com- 
pany, Philadelphia. 


ATHAN ADAMS, president of the 
American Exchange National Bank of 
Dallas, expressed the greetings of the 
American Bankers Association to the 
Institute members, who came from all 
sections of the United States. He dis- 
cussed instalment buying and its effect 
on savings banks, advancing the opin- 
ion that, while this practice doubtless 
had come to stay, bankers should see 
that it is extended along sound lines, 
The most significant development 
relative to time deposits in banks, since 
the inauguration of the Federal Re- 
serve System has been the trend of 
time deposits from state banks to na- 
tional banks, W. Espey Albig, Deputy 
Manager of the American Bankers 
Association, told the savings confer- 
ence. While time deposits in both 
state and national banks have grown 
in recent years, the increase of time 
deposits in national banks has been 
most impressive. In 1914 the time 
deposits of national banks aggregated 
$1,453,838,000. In 1925 they had in- 
creased to $5,810,266,000, or 230 per 
cent. The gain of the state banks 
over this period was only 137.3 per 
cent. 
He pointed out that when the Fed- 
eral Reserve Act was passed by Con- 
gress the reserves which national 


banks had to carry against time de- } 


posits were materially reduced. Sub- 
sequent amendments cut these reserves 
further. - 


HE annual convention debate waged 
around the question: “Resolved That 

the Federal Reserve Bank Should Not Be 
Prohibited from Engaging in Open Market 
Transactions” and was won by the Detroit 
chapter team, which took the negative side. 


AUL B. DETWILER of the Philadel 


phia-Girard National Bank of Philadel- 
phia, was elected president of the Americat 
Institute of Banking for the present year. 

The other officers elected were: Vice- 
president, P. R. Williams, Commercial Na- 
tional Trust & Savings Bank, Los Angeles; 
members of the executive council, Thomas 
J. Nugent, First National Bank, Chicago, 
Ill.; Charles D. Hayward, First National 


Bank, Kansas City, Mo.; William B. Thurs- § 


ton, Jr., The Baltimore Trust Company, 
Baltimore, Md.; G. Harold Welch, New 
Haven Bank, N. B. A., New Haven, Com. 
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Future Loans to Latin America 


By G. BUTLER SHERWELL 


Governments Seek Capital Here to Refund Loans, Finance Cur- 
rency and Banking Reforms, Obtain Revenues for Emergency 
Needs and for Public Works. Debt Records of Some Countries 
Not Clear. American Bankers Should Formulate Loan Program. 


HE future of Latin American loans 

is inseparably bound with the credit 

of these countries, and prospective 

bond purchasers must obtain assur- 
ances that the revenue available for interest 
is obtained from sources likely to be perma- 
nent and as to whether or not the particu- 
lar government is stable. As long as the 
security behind these loans is adequate and 
the funds are used for proper purposes, our 
loans to the governments of Latin America 
redound to the benefit of the lenders and 
the borrowers. 

The purposes for which Latin American 
governments have borrowed money in the 
United States have been to refund internal 
or external loans, to finance currency and 
banking reform, to provide for current ex- 
penses due to insufficient revenue, and to 
finance capital improvements. 


For Financial Reform 


NE of the most useful purposes of bor- 

rowing by Latin America has been and 
will be for the currency and banking re- 
form. Already four Latin American coun- 
tries have established banking institutions 
whose operations resemble closely those of 
our Federal Reserve banks. This shows a 
gradual standardization of economic prac- 
tices in this continent, which will result in 
great advantages for the family of nations 
situated on this side of the Atlantic. 

In many instances loans have been granted 
to defray ordinary running expenses. Such 
operations may be regarded as legitimate if 
the borrowing government considers the 
loan as one of emergency nature, and takes 
immediate steps to correct the situation. On 
the other hand, should loans be granted to 
meet administrative mismanagement and 
should the floating of the loans mean delay 
in the progress of fiscal reform, govern- 
ment borrowing is ruinous and wasteful. 

It has been said already that American 
trade with Latin American countries is bene- 
fited by loans to their governments. As the 
dollars loaned are utilized, our export trade 
is enhanced. Even if the borrower does 
not buy directly in the United States, the 
money must eventually be spent here, and 
stipulations as to where and how the pro- 
ceeds of loans are to be spent are unneces- 
sary and often harmful. 

Furthermore, debt service payments tend 
toward expansion of the American import 
trade. Assuming conservatively an average 
return of 6% per cent on an estimated 
$1,000,000,000 outstanding in American loans 
to Latin America, we are receiving an an- 
nual income of about $65,000,000, which 
means that Latin Americans are obliged to 


furnish us this annual payment in goods 
or services. 


Possibilities of Further Loans 
to Argentina 


— is virtually back on a gold 
basis, with its exchange firm, its eco- 
nomic status greatly improving since the 
liquidation period in 1921, its industries de- 
veloping to a point never dreamed of be- 
fore, and with peace and satisfactory politi- 
cal conditions prevailing, and presents a most 
desirable field for the investment of capital. 

Already a considerable amount of com- 
petition has been shown by American bank- 
ers to undertake the flotation of Argentine 
issues in this market, and the care with 
which the Federal government of that coun- 
try has selected its underwriting syndicates 
speaks well for the competence and ability 
of its present rulers. As an example of this 
may be mentioned the fact that Argentina 
received about $450,000 less from the Mor- 
gan syndicate for the $45,000,000 loan floated 
in May, 1925, than it should have received 
from a competing New York syndicate, 
which was one point higher. The return of 
the Morgan interests has greatly strength- 
ened the present administration and the 
credit of Argentina generally, and if some 
action could be obtained by Congress, a 
complete reorganization and consolidation of 
the Federal government’s finances would be 
easy. 

Unfortunately, Congressional action is en- 
tirely dependent on the fusion of the two 
branches of the radical party, which would 
allow a prompt passage of the budget for 
1926 and a number of other bills now pend- 
ing. This fusion seems as far away as ever, 
and no constructive legislation may be ex- 
pected at this session. Another effect of 
fusion would be the passage of the state 
railway expansion program and a Federal 
loan to cover the expenditure involved, esti- 
mated at 500,000,000 pesos. This is of great 
interest to a number of American manu- 
facturers who are creditors to the extent 
of some $20,000,000 for material and equip- 
ment. 

The offers received by the Argentine gov- 
ernment for the $45,000,000 loan were as 
follows: 


Group Taking Price 


Equitable Trust Company 
Guaranty Trust Company 

Blair & Chase Securities Corp.. 
J. P. Morgan & C 


The Argentine foreign loan proposals at 
present known to be authorized or under 
advisement amount to something like 789,- 
000,000 paper pesos and $15,000,000, or an 
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aggregate of about $346,000,000. This would 
appear as a high amount, but about 70 per 
cent of it is made up by a loan proposal of 
500,000,000 paper pesos for the completion 
of the state railways already projected. 


Railroad Expansion Planned 


ign condition of the state railways of 
Argentina is most unsatisfactory. This 
large program of expansion was projected 
under the previous administratior, and ap- 
parently will now have the suppo.t of both 
branches of the radical party, in which case 
its passage by Congress is assured. A loan 
of over 500,000,000 paper pesos with 6 per 
cent interest and 1 per cent annual cumula- 
tive sinking fund has been approv«d. 

The second most important prcject is a 
bill submitted to Congress by the Minister 
of Public Works for the creation of a Fed- 
eral Highway Board and the expenditure of 
200,000,000 paper pesos for road construc- 
tion. 

A loan for the equivalent of 10,000,000 
pesos is asked by the prosperous city of 
Buenos Aires under the ordinance passed 
in 1923, authorizing a loan of 167,000,000 
pesos in series. The proceeds would be 
used for public works principally. Munici- 
pal finances are in excellent condition and 
revenues in excess of budget estimated. 

The city of Rosario, Argentina, is re- 
ported to be in the market for a foreign 
loan of 20 to 40,000,000 paper pesos, to be 
expended on a program of public works and 
the cancellation of its floating indebtedness. 

American interests are negotiating with 
the “Consejo Nacional de Educacion” for 
a loan of $15,000,000, to be used in the con- 
struction of new school buildings, but there 
is some question as to the right of the 
Consejo to contract a foreign loan. The 
terms proposed are 6 per cent interest and 
1 per cent amortization. At the same time 
the Executive has sent a message to Con- 
gress recommending an issue of internal 
bonds in a sum not to exceed 20,000,000 
paper pesos, the proceeds to be used in the 
construction of schools under the directions 
of the Ministry of Public Education. 

The new buildings would replace a num- 
ber of schools now located in buildings not 
owned by the government. The bonds pro- 
posed would bear interest at 6 per cent with 
1 per cent amortization. This project is 
not to be confused with the loan above men- 
tioned. 

The Provincial Senate of Tucuman is 
considering the matter of a loan of 19,- 
000,000 paper pesos, the proceeds of which 
are to be used in the consolidation of the 
floating debt of the Province and for the 
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construction of public works, among which 
the most important is the building of the 
Escaba Dam, which is intended to irrigate 
4000 acres of land. The finances of the 
Province of Tucuman are in a most satis- 
factory condition. 

Great Britain is again actively interested 
in financing Argentine government require- 
ments. Following the announcement in dis- 
patches from London, that the prohibition 
on the exportation of British capital has 
been removed, two offers of loans have been 
made by British firms to the Argentine 
Minister of Public Works, one being the 
renewal of an offer of £10,000,000, made 
some months ago by Sir John Norton Grif- 
fiths, and the other an offer of £5,000,000, 
by MacDonald, Gibbs & Company, of Lon- 
don. The latter firm specializes in railway 
construction, and the offer is evidently di- 
rected toward the completion of some of 
the state railway lines now under con- 
struction. 

If Congress approves the Executive’s plan 
for state railway expansion at the present 
extra sessions, which now seems unlikely, it 
is certain that British bankers and indus- 
tries will be interested in obtaining at least 
a part of this loan because of the large pur- 
chases of material and rolling stock that 
will be involved. 


Brazil’s Debt Record Not 
So Favorable 


O the American investor, Brazil pre- 

sents a picture quite different from that 
of Argentina. The debt record of that coun- 
try in connection with American loans has 
not been immaculate, and the general eco- 
nomic conditions of the country warrant 
careful consideration of the factors affect- 
ing them before financial operations are 
finally consummated. 

Considerable space would be required for 
a fairly complete description of the Bra- 
zilian economic situation. For the purpose 
of this article it will suffice to say that the 
currency system of the country is a stone 
around the neck of Brazilian progress. The 
gold guarantee at the bank of the paper 
circulation is negligible, and the volume of 
currency in circulation varies according to 
the dispositions of the government, notwith- 
standing the fact that the Banco do Brasil 
has been made 2 Be sole bank of issue with 
apparent powers to keep the amount of cur- 
rency within certain limits. 

The exchange situation, dependent to a 
certain extent on the currency situation, is 
very unsatisfactory. After the Milreis 
reached the highest level in July, 1919 
(28.800 cents to the Milreis) (Par 1 Mil- 
reis = $0.3244), a generally declining trend 
was registered up to November, 1923, when 
the Milreis was quoted at $0.0855 cents. 
Since then an ascending trend has been 
registered, and due to the sudden with- 
drawal of paper currency by the Banco do 
Brasil, during the last months of 1925 and 
the beginning of 1926 the improvement in 
the value of the Brazilian exchange was so 
sharp that a general economic crisis affected 
the country on account principally of wages 
and price readjustment. 

There is much speculation as to the future 
course of the Milreis. The general con- 
sensus of sounder opinions seems to be that 
there will be a decline in exchange after 
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some time, since the continuous withdrawal 
of currency by the official bank will have 
to reach a limit beyond which the normal 
needs of the country could not be satisfied, 
and, furthermore, the balance of payments 
of Brazil is decidedly unfavorable to that 
country. 

After an alarming period of revolutionary 
outbreaks in the south of Brazil during the 
latter part of 1924 and the beginning of 
1925, it appears that Brazil has now entered 
into a period of political peacefulness. The 
fact that the former Governor of Sao Paulo, 
Dr. Washington Luiz, a man respected by 
all Brazil, will be the next President augurs 
a period of progress arid economic recon- 
struction in Brazil. 


Two Loans in Default 


loans made to governments 
of Brazil and outstanding on May 31 
aggregate $242,500,000. Two American 
loans, those of Santa Catharina and Ceara, 
for $5,000,000 and $2,000,000 respectively, 
are in default at present, which has been 
a rather unfortunate happening in connec- 
tion with further financing to Brazilian 
states and cities. 

Other unpleasant incidents regarding 
American loans to Brazilian governments 
have been the application of proceeds to 
purposes other than which the loans were 
made. The $25,000,000 loan floated in 1922 
was not used for the electrification of the 
Central Railroad as it was specified in the 
contract, but the money was used for ad- 
ministrative purposes. The rumor has been 
current for some time in Sao Paulo that 
the Coffee Institute has been able to utilize 
part of the proceeds of the 1925 loan of 
$15,000,000 for the Sorocabana Railway, to 
finance its operations in coffee. It has been 
stated that the connection was made because 
coffee could have been shipped to Hamburg 
to pay for German locomotives, but the 
volume of exports to Hamburg would ap- 
pear to make this improbable. 

Still another objectionable practice which 
has been noted in connection with loans 
to Brazil is the manner in which some of 
the loan contracts have been drawn up. 
For instance, in 1921 it is stated, Schroeder 
of London signed a loan contract with Sao 
Paulo in which they inserted a clause giv- 
ing to themselves the very broadest kind 
of an option on all future loans for the 
State of Sao Paulo during the entire life 
of the bond issue. This option is reliably 
stated to provide that the government of 
Sao Paulo shall not make any other loan 
with any other banker for any purpose 
without first submitting the entire proposal 
to Schroeder, who shall then have the op- 
tion to accept the loan on the same condi- 
tions offered by others and in preference 
to any other. 

This is an unfair condition to impose 
in a loan contract and probably carries only 
a moral obligation, as it binds one of the 
parties to do something without obligating 
the other party and with no mutual con- 
sideration or advantage. As the money 
market and the gold situation are not good 
in London, Schroeder may get at least a 
good part of any loan in New York, and 
perhaps all of it, and it is almost certain 
that Schroeder will use a large part of 
funds procured in New York to pay Brit- 
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ish contractors and manufacturers in the 
purchase of materials in Great Britain. 


Few Loans Contemplated 


HE foreign loans being contemplated in 

Brazil at present are not many. 

After the flotation of the last loan for 
$60,000,000 by the Federal government of 
Brazil in the New York market, of which 
$35,000,000 was offered in May, 1926, and 
$25,000,000 in June, the time is not pro- 
pitious for negotiations, and the Federal 
government has practically disavowed com- 
mitments made by the Brazilian states. 

The principal loan projects considered at 
present are as follows: A $5,000,000 loan 
to the city of Porto Alegre for public 
works, for which bids are reported to have 
been submitted by Ulen & Company and 
Ladenburg, Thalman & Co. The President 
of the State of Espirito Santo has issued 
a decree providing for the issue of 12,500 
contos in state bonds, to be used in the 
cancellation of the external debt of that 
state. It is possible that the local market 
will not be able to absorb the loan, and in 
that case a foreign loan may be negotiated. 

The city government of the Federal dis- 
trict now spends about 50 per cent of its 
total receipts in the amortization of its con- 
solidated debt. This apparently does not 
suffice for this purpose, since the follow- 
ing project has been presented to the Cham- 
ber of Deputies: 

Art. 1—That the Federal government be author- 
ized to aid the government of the Federal dis- 
trict by a loan in the amount of 20,000,000 Mil- 
reis to be successfully employed by the city 


government for the payment of salaries in ar- 
rears to the employees of this city. 


Art. 2—That the city government be authorized 
to place a foreign loan of not more than 20,000 
contos (one conto=—1,000 Milreis) in the event 
that the financial aid provided for in the pre- 
ceding paragraph is not forthcoming. 


It is not yet known just what action will 
be taken by the Federal government in this 
case, but it is considered unlikely that a 
foreign loan will be contracted by the mu- 
nicipality. This action has grown out of 
the unrest among the employees of the gov- 
ernment of the Federal district, who re- 
cently went on strike for several days and 
threatened to cease work entirely if their 
salaries in arrears were not brought up to 
date. The government of the city succeeded 
in raising sufficient funds to pay part of 
the salaries in arrears, and thus the work- 
ers were induced to abandon their plan of 
action. 

Great Britain is again interested in loan 
negotiations with the government of Bra- 
zil and the Brazilian press has published nu- 
merous articles, apparently emanating from 
London, concerning negotiations in that city. 
No official announcement has been made 
regarding these alleged negotiations, but no 
denial has been issued except that the Bra- 
zilian government was not contemplating 
any loan for the purpose of meeting its 1914 
funding loan obligations, under which it is 
required to resume sinking fund payments 
in gold in July, 1927, as it claims to be pro- 
vided with sufficient funds for that purpose. 


Financial Reform in Chile 


HE economic situation of Chile has suf- 
fered greatly on account of political 
changes in the government of varied nature 


(Continued on page 126) 
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IMES are good now. On the whole, 

we are in a state of prosperity. 

It is the proper time for analysis. 

“My country right or wrong” is an 
inspiring sentence, but it is not one upon 
which sound economics may rest with as- 
surance. The banker is the practical econo- 
mist. He must reason from cause to effect. 
With him two and two must make four. 
In the very nature of things he is seeking 
the practical side of every issue. 

If we were able to work out a success- 
ful combination of his analytical judgment 
with the modern facilities for wide pub- 
licity, and to get the public to follow the 
admonitory directions of such an arrange- 
ment, we would have the groundwork for 
a great financial and industrial progress. 

As a matter of fact, within certain limi- 
tations, that is exactly what is going on all 
of the time. For the last quarter of a cen- 
tury the economists, and many of them are 
employed by banks these days, are seek- 
ing the best means of giving their views 
in analytical form to the public, and the 
number of converts to the sound doctrines 
which they offer is becoming greater. 

It is not my purpose to prescribe a solu- 
tion for all of the economic ills of our 
nation, but rather to mention a few of the 
outstanding ones as reflecting the attitude 
of those who. live in .the atmosphere of 
practical economy. 


The Federal Reserve System 


ERHAPS the greatest economic achieve- 

ment in our time was the passage of 
the Federal Reserve Act. Its worth has 
been proven in the interest of all of the 
people by the manner in which it was made 
to function during the stressful period of 
financing the requirements of the war. Even 
its critics are willing to give it credit for 
having done that. As a matter of fact, 
those who criticize the Federal Reserve 
System are usually careful to say that the 
law is all right, but that the fault lies in 
the administration of it; and, of course, 
like all other things under human direc- 
tion, some mistakes have been made and 
probably will continue to be made. 

There has been, however, more misinfor- 
mation about the purposes and consequences 
of the transactions with the Federal Reserve 
Banks than about any other subject con- 
cerning which there is so little of a tech- 
nical nature. 

In the first place, it is a matter of com- 
mon belief that the Federal Reserve Act 
was passed at the behest of the party then 
m power, my own party, but in the face 
of the opposition of the bankers of the 


Make It Inherently Sounder. 
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Consequences of Transactions of Federal Reserve Banks. In- 
stallment Buying Here To Stay and Real Problem Is How to 
A Solution for Farm Problem. 


country. There is no greater mistake in 
connection with the legislative history of our 
country. For more than twenty years bank- 
ers had been engaged in the consideration 
of the dual subject of banking and currency 
reform. Their conventions were responsi- 
ble for the contribution of the greatest 
amount of literature upon this subject. They 
were repeatedly before Congress in groups 
and as individuals in seeking to crystallize 
a sentiment favorable to a legislative enact- 
ment by which the principles underlying the 
Federal Reserve Act might be brought into 
existence. Because they continued to give 
counsel and advice from out of their own 
experiences, so long as the matter was be- 
fore Congress, it has been construed that 
they were in opposition to it. When one 
reflects that during the progress of its course 
before the Committee on Banking and Cur- 
rency in the Senate it underwent several 
hundred changes, it can be understood that 
naturally there were some clashes of judg- 
ment in working out the details of the 
legislation. 


Not a Government Bank 


is another fallacy about the Fed- 
eral Reserve System which is responsi- 
ble for a lot of economic misconception. 
The Federal Reserve Bank is frequently 
regarded as a government bank. There are 
some ‘very intelligent people who _ believe 
that it is supported by government capital 
and that it was created as a type of govern- 
ment aid to the member banks. It is re- 
garded as a precedent for helping other 
people by the investment of the Treasury 
funds of the government. 

Instead of it being a charge upon the 
government coffers, it has been and will 
doubtless be at intervals in the future an 
actual source of revenue. The Federal Re- 
serve Bank was created for the use and 
benefit of all citizens who had any need for 
a greater stability of business conditions. 
In aiding the bank, it requires that such 
help be passed on to the bank customer. 

The best evidence of the fact that the 
member bank is not the recipient of direct 
government assistance lies in the fact that 
only a relatively few of the state banks 
have exercised their option to become mem- 
bers. Aside from whatever monies the 
Treasury Department may carry on deposit 
or disburse through the Federal Reserve 
Banks, all of their deposits come from the 
member banks, their entire capital is fur- 
nished by them, and the government has 
made no contribution whatever toward their 
support. Where is the government subsidy 
here? Has any bill been introduced in Con- 
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gress seeking to give government aid in 
any direction and fashioned in such a man- 
ner as to require those who may become its 
beneficiaries to furnish the funds for its 
organization and maintenance? 

The stock of the Federal Land Bank was 
subscribed by the government, although it 
is intended that through its future opera- 
tions the stock is to be gradually trans- 
ferred from it into the hands of those who 
use its facilities. The Intermediate Credit 
Bank is being sustained by Treasury funds. 


Should Extend Charters 


HE charters to the twelve Federal Re- 

serve Banks will expire in eight more 
years. The extension of those charters is 
a matter of grave concern not only to the 
banks but to the commercial and produc- 
ing interests of this country. Those who 
are best qualified to form an opinion as to 
the granting of renewals have spoken in 
favor of indeterminate charters, or until 
Congress shall revoke them for cause. The 
economic wisdom of today, so far as I am 
able to interpret it, is in favor of an early 
enactment looking toward the extension of 
these charters. 

It should be done without regard to any 
other proposed or expected legislation deal- 
ing with alterations or amendments to the 
Federal Reserve Act. There is grave dan- 
ger in delaying. It is inconceivable that 
Congress will not at some early date fix the 
destiny of these institutions and not let the 
question of what is to become of them at 
the expiration of the twenty-year period 
for which they were originally chartered 
become a matter of uncertainty. Business 
chaos would ensue if there should arise in 
the public mind the probable necessity of 
adjusting trade and commerce to any new 
order of things not including the continua- 
tion of the Federal Reserve Bank. 

So far as we know, there is no substan- 
tial opposition to the settling of the ques- 
tion at the present session of Congress. It 
has not been done, and the only considera- 
tion given to the subject has been in con- 
nection with another bill dealing with the 
subject of branch banking, upon which there 
is great diversity of judgment both in and 
out of Congress. 


No Mechanical Process for an. 
Economic Law 
ye and a more recent tendency 


toward abuse in connection with the 
operations of the twelve Federal Reserve 
Banks has arisen in the incipient demand. 


(Continued on page 112) 


6 
n 

h 

d 
al 
1- 
at 
in 
ic 

ye 
id 
nt 
ed 

0 

ne 

at 

et 

in 
iS- 
its 
1ot 
w- 

n- 
ore 

lis- 

ity 

ar- 
zed 
000 
ent 

‘iN 
his 

a 

1u- 

of 

re- 

nd 
cir 

to 

led 

of 

rk- 

of 

an 
ra- 
nu- 

om 

ity. 

ade 

no 

ing 

914 
t is ’ 
ants 

ro- 
ose. 
suf- 

ical 

ure 


ZA 


Whence Cometh Our Prosperity ? 


DELEGATION from Australia is coming to 

this country at government expense to find out, 
if they can, just what it is that makes us so prosperous. 
Every door will be open to them, for whatever they 
may learn about the sources of prosperity will be of 
both direct and indirect benefit to ourselves as well as 
to Australia. 

We believe that the more of prosperity there is in 
Australia the better will conditions be for us here in 
the United States. We believe, too, that the average 
American can learn something worth while from an 
outside view of business in America, because too many 
of our people are without thought or concern as to 
the sources of prosperity as long as their own particu- 
lar incomes are not interrupted. 

The Australians will get a lot of evidence and many 
opinions. Causes of prosperity, like sources of great 
rivers, may be remote. There, for instance, is the fac- 
tor of transportation. The building of the transcon- 
tinental railroad systems has been almost forgotten 
save in history and story, but could we today have such 
prosperity as this without these great railroads built 
years ago? Australia with its vastness of undeveloped 
lands should be especially interested in that factor. 

Then there is the latter-day transportation in auto- 
mobiles with business-making and_business-building 
ramifications innumerable, a factor too big to be rele- 
gated to the background. Looking back over the years 
there is the tariff with plenty of advocates ardent 
enough to prove beyond a doubt that, while other 
things contribute, the tariff is the real big source of 
our prosperity. 

The Australians will see much, listen to many opin- 
ions, marvel at our labor-saving machines and schemes 
for mammoth production, and return to their continent 
with much to promote home prosperity. 

Yet, however observing and sagacious the members 
of this commission may be, they will not be able to 
classify readily causes and effects in their attempt to 
find the main source of American prosperity. The 
spokesmen of different classes of business have a way 
of amassing statistics which are so commanding and 
impressive that all the rest of the industrial world seems 
to be so overshadowed that the listener may say, “Here 
is the mainspring of prosperity !”—and be wrong! 

Perhaps the highest source of our prosperity may be 
so placed that the statisticians cannot get at it. In 
the keen mind of Thomas Nixon Carver, professor 
of political economy in Harvard University, there is 
no confusion over causes and effects. In a notable 
book, ‘‘The Present Economic Revolution in the United 
States,” published this year, he makes this unequivocal 
statement, well worth the consideration of our investi- 
gating friends from abroad and equally well worth the 
thought of so many of ourselves here at home: 

“The amazing material prosperity that is coming tu 
this country through the pursuit of the noble idea of 
equality under liberty, and our failure to develop the 
arts of leisure, are deceiving many superficial observers 


into believing that our ideals are themselves material- 
istic. But this prosperity is coming to us precisely be- 
cause our ideals are not materialistic. 

“It is coming to us because we are pursuing the ex- 
alted idea of equality under liberty, as it must of neces- 
sity come to any nation that pursues that ideal whole- 
heartedly and enthusiastically. 

“No nation can fail to prosper up to the limit set by 
its physical resources that genuinely seeks equality 
under liberty. 

“All these things are being added unto us precisely 
because we are seeking the Kingdom of God and His 
righteousness, as they are always added, and must of 
logical necessity always be added unto any nation that 
seeks wholeheartedly those ideals of justice that are 
the very essence of the Kingdom of God.” 

For those overseas who have read of our crime wave, 
the long daily list of holdups, robberies and murders, it 
may be difficult to adjust their minds to this testimony. 

“How,” a bewildered visitor may ask, “is this to be 
reconciled with the crimes of violence that we read of 
in the newspapers from the Atlantic to the Pacific?” 

And to that we would reply that even the best of 
men may be subject to transitory febrile ailments. 

These crimes do not indicate the main current of 
life. They constitute the backwash which will recede. 


Europe’s Attitude Toward Us 


BTRUSIVE prosperity is likely to provoke Om- 

nipotent wrath. That doctrine, born of a small 
conception of a Deity, has gone the way of many an- 
other morbid-minded superstition, but in the case of 
America obtrusive prosperity seems to have provoked 
the wrath of those overseas who just now are not 
blessed with all the prosperity to which they are en- 
titled, for many reports agree that the United States 
is losing popularity in Europe. 

The grievance is the product of the overhanging war 
debts and of our own prosperity—subtly fomented and 
agitated, no doubt, by the mischievous malcontents in 
all nations whose doctrine might well be reduced to 
four words—“Whatever is, is wrong.” If the propa- 
gandists of evil were not forever working underground, 
we believe that there would be less of resentment 
against America. 

Before the war the statement so often made in Eu- 
rope that ‘America is a nation of shopkeepers” was an 
error of no consequence. In the present condition of 
our relations with peoples overseas the statement takes 
on a new and a sinister meaning. It stimulates the 
imagination in the wrong direction and away from 
the facts. 

To be mere shopkeepers is to imply bargaining rather 
than service—to suggest mere commercialism without 
thought of the immensity of the nation’s productive 
and creative powers. The European who visualizes us 
as a purely commercial people can scarcely be expected 
to grasp the importance of the really large primary 
factors contributing to our prosperity, such as free 
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trade between all our states; a common language; tol- 
erance of the other man’s beliefs and institutions ; the 
liberty which is without fear; that absence of caste 
which keeps all highways to fortune and to the emi- 
nent places open to every barefooted boy, if he but 
have ability. 

Once there was a belief that the best thing a father 
could do for his children would be to leave them a 
fortune that they might not be obliged to work as he 
had done. Men are wiser now, and they fear for the 
future of children who are not obliged to work. As 
Henry Ford, America’s richest man puts it, work is 
life itself, and so the American psychology which leads 
to the belief that the war debts should be paid is not a 
selfish psychology. 

But such expressions of resentment as come to us 
from Europe need cause no corresponding reactions in 
America. Let us not forget that we, too, had our cur- 
rency troubles and had eminent men who eloquently 
decried against what they termed ‘foreign domination” 
in money matters. 

The late W. J. Bryan in 1896 made votes for himself 
as a candidate for President by decrying against the 
“consent of any foreign nation’”” when he advocated 
changing our currency system. Had we at that time 
been burdened with debts comparable to the debts Eu- 
ropean nations owe to us, it is not inconceivable that 
there would have been stirred up ill feeling compara- 
ble to that which is now reported to exist in Europe. 
Had the anticapitalistic propagandists been organized 
then, as they are organized now, more of our people 
would no doubt have been prompted into a state of 
grievance and distrust. 

We do not believe that the so-called hatred of Amer- 
ica now reflects the heart of Europe, any more accu- 
rately than the cry of “foreign domination” represented 
the heart of America in 1896. 

We believe that there are in Europe now, as there 
were in America in 1896, many men whose minds have 
been prejudiced, and that a better understanding on 
the part of these men of all the facts in the case would 
cause a change of attitude—that instead of a feeling 
of resentment there would be one of good-will. 

We emerged from our financial troubles—the better 
and the stronger for having experienced them. Eu- 
rope will emerge from hers, the better and the stronger 
for having experienced them. And meanwhile, Amer- 
ica, as ever, will be tolerant, patient and every ready 
to help! 


Ratio of Capital to Deposits 


HAT ratio should the capital funds of a bank 
bear to the deposits? 

Professor Kemmerer of Princeton University in a 
recent study of the subject for the Bankers Statistics 
Corporation mentions ten to one as a fair ratio be- 
tween deposits and capital funds (capital surplus and 
undivided profits.) 

A study of the capital ratios of 850 member banks 
has been made by the Federal Reserve Bank of New 
York. It has found that 103 banks or 84 per cent of 
the banks of the district have a capital ratio of 10 per 
cent or more, and that the average ratio is 16 per cent. 

In the last five years, it reports, more than 200 banks 
in the district have increased their capital other than 
through mergers. 
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Two Prices in Banks 


6 pen noteworthy steps toward the elimination of 
unprofitable practices in banking have been taken 
by two of the state associations. The Kentucky bank- 
ers have declared that 3 per cent is the highest rate 
that can be paid with safety on time deposits, and they 
seek the common consent of banks for agreement as 
to that figure. 

The Virginia Bankers Association has adopted a 
resolution calling for a service charge on all unprofit- 
able accounts. 

The way to serve the public best is to serve it equit- 
ably. Retail business no longer has two prices. “One 
price for all,” as an advertising slogan, is no longer 
used by merchants. If banks carry unprofitable ac- 
counts at the expense of better accounts they are, in 
effect, maintaining two prices which merchants so long 
found to be vexatious and annoying and unprofitable 
because it was an unfair practice. 


Yesterday and Today 
IGURATIVELY speaking it was only yesterday 
that there was a demand both at home and abroad 

that American capital do something for Europe. If 
we did not put Europe on its feet anarchy would 
reign. Europe needed many things, but most of all it 
needed capital. 

Since that time there has been a long list of foreign 
loans, the Dawes plan has been devised and put into 
operation, and $7,000,000,000 has been lopped off the 
total of the war debts of European nations. It is, 
therefore, something of a shock to read of the word 
“enslavement” in connection with discussions of loans 
for the stabilization of a currency system. 

The evil of depreciation of the French currency is 
not confined to France alone. It is a disturbing factor 
far outside of France. The sooner the franc is stabil- 
ized the better for trade generally, but the desire of 
the world to make stabilization a reality in France is 
not actuated by selfish motives. 


Following Father’s Trade 


HE periodic discussions about the young folks 

leaving the farm and going to the city usually are 
carried along on the assumption that the young folks 
ought to stay on the farm; yet there is no comparable 
discussion going on because in other industries, trades 
and professions the sons do not follow in the footsteps 
of their fathers. 

In America it is not the rule, but the exception that 
the son succeeds the father unless the latter has an 
established business with a compelling income. Even 
under such circumstances the son sometimes turns 
away from the career the father followed. And no 
one can compute the loss that civilization would have 
sustained if young men and women grew up with the 
belief that the only pathway through life for them 
was the pathway traversed by their parents. 

What talents would have been lost to the world by 
such a doctrine! What pitifully small service would 
some men have rendered civilization in following the 
plow compared to the services they rendered when they 
went out into the world! What would our profes- 
sions, industries and cities be without the vigor of 
brain and muscle that is bred and developed on the 
farm! 
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Europe’s Most Popular American and A Change for the Better?—Temple in Beware of this Wolf at the Door.— 
Escort Go Abroad for the Summer.— the New Orleans Times-Picayune Morris in the Passaic Daily News 
McCutcheon in the Chicago Tribune 
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One Parade That Will Not Come Of. The Penalty of Getting Rich—Ding On the Auction Block—Hanny in the 
—Bvown in the Springfield Republican in the New York Herald Tribune Philadelphia Inquirer 


FOMAIC. 
DIM ONTENT 


ad 
THERE 
THe 'DEAL ' 
UNCLE SAM 


\ 
+a Z 


Crop Statistics—Donahey in the As Europe Would Lib¥ Him to Be'"” The Back-Seat Driver—Sykes in the 
Cleveland Plain-Dealer McCutcheon in the Chicago Tribune New York Evening Post 
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By ROY L. BONE 


State Bank Commissioner of Kansas 


The Sage Country Banker, Jerome Barton, Gives His Son a Bit of 
Timely Advice About the Methods Employed by Some Stock 


' Letters From a Banker to His Son 


Salesmen and Warns Him to Watch Out for One O. Jason Lota- 


Peterssurc, August 15, 1926. 


Y DEAR THEODORE: 

I did not intend to write to 
you today but a little matter 
came up here this afternoon that 

I think you should know about right away 
and the sooner I get it off my mind the 
better I'll feel about it. 

I had just got back from dinner and was 
going through the afternoon mail when a 
dapper looking stranger stepped into the 
bank and said he was looking for Jerome 
Barton. He had the appearance of a man 
who thought we’d been looking for him for 
some time and were really disappointed that 
he hadn’t showed up sooner. He came up 
to my desk with an apologetic expression 
on his face as much as to say, “I’m sorry 
if I've kept you waiting, but you are to be 
congratulated now that I’m here.” In other 
words he was decidedly well pleased with 
himself. 


Had an Option 


ie my younger days on the range I learned 
that the cowhand with silver mounted 
saddle and fancy boots and leggins wasn’t 
always the one you could tie to when the 
cattle got to running at night, so this chap 
didn’t fool me very much. 

[ finally told him that I was the party 
he was looking for but I could see right 
away that I wasn’t exactly what he had 
expected to find. My Congress gaiter shoes 
attracted his attention, and he gave them 
somewhat of a critical inspection and I am 
not sure that he thought any too much of 
them. Anyway he laid his panama and 
brief case on my desk, pulled up a chair 
and said, “Well, Mr. Barton, I’m mighty 
glad to meet you. My name is Lotabull, 
©. Jason Lotabull, and I’m representing the 
Odorless Limburger Cheese Company just 
organized down at Wichester. The com- 
pany is offering a limited amount of its 
stock to a few selected parties in different 
sections of the state and I have called on 
you feeling sure that you would not only 
want a good round block of it yourself but 
that you would want to let some of your 
good customers in on it as well.” Of course, 
I can't remember everything he said or just 
exactly how he said it but what I’ve just 
Written is the gist of his introduction. 

Then he went on and told me how a fel- 
low by the name of La Fever, a chemist 
of national reputation, so “he said, had a 
secret patented formula by which the of- 
fensive odor could be removed from Lim- 
burger cheese and that the company had 
hought the patent. He said the process was 


bull, Who Is Representing the Odorless Limburger Cheese Co. 


simple and inexpensive and in no way de- 
stroyed the original flavor of the cheese. 
He told me the company had an option on 
a site in Wichester and that their architect 
was preparing plans for a modern factory 
which would be built and equipped and 
placed in operation just as soon as enough 
of the stock could be sold to finance it. 
The company was incorporated for a half 


Picked Lists 
THe banking business 


was never organized for 
promoting stock _ selling 


schemes and I think the 
banker who allows himself 
to be talked into hooking up 


with these stock salesmen 
and gives them the benefit 
of his knowledge of the 
financial responsibility of 
his customers for the pur- 
pose of selling them such 
stocks and accepts a com- 
mission on the sale is not 
only betraying their confi- 
dence but doing his bank a 
great injustice as well.— 
Jerome Barton. 


million and it seems that the promoters were 
induced to turn the “patented process” over 
to the company for half of the capital stock 
and the balance of it is what they are of- 
fering to the “selected list.” And it is a 
“Selected list” to begin with, but the chances 
are it will be a picked list when they get 
through with the thing, and I’m not using 
“picked” in quite the same sense that O. 
Jason used “selected.” He was a glib 
talker and went on at a great rate and at- 
tacked the thing from every angle and guar- 
anteed that it would pay big dividends the 
first year. He told me a lot of things about 
Limburger cheese that I never knew before. 
As a matter of fact my education along 
that particular line has been purposely neg- 
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lected, for I never allowed myself to get 
close enough to the subject to be on very 
intimate terms with it. There are a lot of 
other things he told me, too, and I sat back 
and listened to it all, for I discovered that 
I was learning something else. In fact I 
never knew until I had listened to him for 
a while just why it was that the boys on 
the ranch used to refer to a Jackass as a 
“Jason,” but now it is all perfectly clear 
to me. 


Learn the Story 


ELL, I finally decided I had about all 

I could stand of it and as he was 
reaching for his brief case to show me their 
contract I got up and began edging him 
over toward the door. Somehow I couldn't 
seem to get rid of him until he had read 
me a lot of letters from members of the 
Chamber of Commerce at Wichester and 
some of the prominent office holders down 
at the Capitol. Of course, those fellows 
at Wichester who were recommending this 
stock hadn’t bought any of it themselves, at 
least they hadn’t put any real money into it. 
But it meant a new factory for their town 
and this might have warped their judgment 
a bit. As for the office holders, well, a 
lot of ’em will indorse most anything, es- 
pecially when they’re running for office, so 
you see you can’t depend too much on the 
letters of recommendation these fellows 
carry around with them. 

Now this O. Jason party is headed out 
your way and my guess is he’ll be in to 
see you one of these days. If you're not 
too busy you might let him tell you his 
story. It won’t hurt you any and you may 
be able to recognize it when you hear it 
applied to something besides Limburger 
cheese, for these stock salesmen all use 
pretty much the same line of argument. 
But be careful you don’t let him talk you 
into hooking up with him. 

I doubt if you're on his “selected list” 
so it isn’t likely that he'll ask you to buy 
any of this stock for yourself, but what 
he will ask you to do is this—he’ll want 
you to give him the names of some of your 
good customers whose notes you would be 
willing to handle and as an inducement he'll 
probably offer to split his commission with 
you. Then he'll go out and undertake to 
sell them some of this stock and tell them 
they can give him their notes in payment 
for it and by and by he'll bring the notes 
in and want to discount them to you. 
Chances are he'll tell you they don’t need 
the money right now and in order to make 
it more interesting he'll suggest that you 
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give him your certificate of deposit running, 
say, six months or a year, in payment. 
Then you needn’t be surprised to find that 
he has taken your certificate to some other 
bank and discounted it to net this other 
banker 8 or 10 per cent, maybe more, 
get his money, and it will then be up to 
you to collect the notes. 

And another thing you want to bear in 
mind is that if this stock doesn’t pan out 
as he says it will, and the chances are it 
won't, these fellows who bought it won't 
be any too prompt about paying their notes 
or cheerful either, for that matter, and if 
you have trouble with them you don’t want 
to put too much dependence on the indorse- 
ment of the Cheese Company, for my guess 
is that their indorsement won’t be as strong 
as the cheese they’re trying to deodorize. 


Little Real Money 


ANY of these companies, and there 

are a lot of ’em right now, are or- 
ganized by men who put very little real 
money into them. In some cases their paid- 
in capital is represented by the personal 
notes of the fellows who promote them and 
the only actual cash that goes into the thing 
is what they get from your custome:s and 
others who are looking for something that 
promises big returns on their investment, 
and there isn’t a whole lot of that left after 
they get through discounting the notes and 
certificates of deposit and take out their 
commission for selling the stock. 

It reminds me of the Scotchman, the 
Englishman, the Irishman and the Jew, 
who came over to this country on the same 
boat and agreed among themselves that 
when the first one of them died the remain- 
ing three would each put one hundred dol- 
lars in the departed one’s casket. Well, the 
fear that he might have to pay worried the 
Scotchman so that he died soon after land- 
ing. The Englishman and the Irishman 
made their word good and each put up his 
one hundred dollars. The next day they 
called on their Hebrew friend and asked 
him if he had made his promise good. He 
said, “Yes, I put in my check for three 
hundred and took out the change.” I sim- 
ply mention this in passing and it may seem 
a bit far fetched, but you’d be surprised how 
well it fits in with the way some of these 
stock selling propositions are organized. 

Now, this thing is all wrong and you 
don’t want to have anything to do with it 
except to warn your customers to let it 
alone, provided they happen to ask your 
advice about it. 


Use the Country Banks 


HESE stock salesmen have been using 

the country banks as a sort of wet nurse 
for a good many years and it’s about time 
the bankers were putting a stop to it. This 
stock that Mr. Jason is offering may be 
all right and I’m not saying it isn’t, but 
the chances are that the Income Tax Col- 
lector will never have to call them down 
for paying too big dividends and _ besides 
there is a slight odor about this particular 
stock that their “patented process” hasn’t 
removed altogether. Now, understand, I’ve 
got no quarrel with these fellows for trying 
to sell this stock, that’s their business; the 
point I’m trying to make clear to you is 
that I don’t want you to mix up in it. 


Once in a while you'll hear of a proposi- 
tion of this kind that works out fairly well, 
but they are so few and far between that 
you're not going to have time to sort ‘em 
out if you give the bank the attention I’m 
expecting you to give it, and besides it’s 
entirely out of your line. 

The banking business was never organized 
for promoting schemes of this kind and I 
think the banker who allows himself to be 
talked into hooking up with these stock 
salesmen and gives them the benefit of his 
knowledge of the financial responsibility of 
his customers for the purpose of selling 
them such stock and accepts a commission 
on the sale, is not only betraying their con- 
fidence but doing his bank a great injustice 
as well. 

Somewhere in the Good Book there is a 
story about Esau selling his birthright for a 
mess of pottage, and since I’ve seen so much 
of this stock selling business I’ve suspected 
that at some time or other Esau might have 
been in the banking business and got tangled 
up in some such promotion scheme himself. 


Outside Earnings 


LOT of fellows sometime get the no- 
tion that their bank isn’t paying them 
all they’re worth and begin looking around 
for outside earnings, and this stock selling 
business has proved a popular pastime for 
some of them. One of the dangers in this 
is that their eagerness to make a little easy 
money is mighty apt to outweigh their 
judgment in deciding just how they’ll do it. 
Whenever you become dissatisfied and get 
the notion into your head that you’re under- 
paid, the thing for you to do is to work a 
little harder on the job you’ve got and you'll 
be surprised how quick your directors will 
be to find it out, and unless I miss my guess 
they’ll see that you get all that’s coming to 
you. 

There never has been anything of this 
kind pulled off through the bank at Clinton 
and I know you're not going to begin it 
now, but I wanted you to be loaded for Mr. 
O. Jason when he calls on you. The people 
in your community have always had con- 
fidence in the Clinton bank and its officers, 
and what you want to do is to not oniy re- 
tain their confidence but strengthen it as 
well, and you can’t do either by turning 
these stock salesmen loose on your custo- 
mers. 

Early in my banking career I made it a 
rule that I would not offer a customer of 
our bank an investment of any kind that 
I wasn’t willing to put my own money into 
first and reasonably certain I would be will- 
ing to buy back from him later on in case 
he needed to sell it. That rule has worked 
pretty well for me and hasn’t caused me 
any embarrassment to speak of, but of 
course, I never handled any Odorless Lim- 
burger Cheese stock. 

A country school marm once asked her 
class why it was that Missouri always stood 
at the head in raising mules. One bright 
chap spoke up and said, “Because it’s the 
only safe place to stand around a Missouri 
mule.” 

Now, the boy didn’t get quite the right 
slant on the teacher’s question, but my ex- 
perience with Missouri mules leads me to 
believe that his answer wasn’t altogether 
out of line at that. My reason for men- 
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tioning this here is that the only safe place 
for you to stand in this stock selling busi- 
ness is just as far away from it as you 
can get. 
Affectionately your father, 
JeroMeE Barton. 


S. The last statement you sent me 

@ shows you've got your overdrafts 
down to a pretty decent figure, but I notice 
your “cash items” have jumped up quite a 
bit, and I’m guessing you’ve switched some 
of ’em into that account. If you have 
you're not fooling any one but yourself. 
Overdrafts are overdrafts and you can't 
improve ’em any by changing the name. 
There’s only one way to get rid of ’em and 
I thought I made that clear to you in my 
last letter. 


Consolidations and Com- 
munity Welfare 


OME recent newspaper advertising of 
the Mercantile Trust Company of St. 
Louis is suggestive of the larger field that 


_the average financial institution may serve. 


“The trend of the times,” it says in one 
of its advertisements, “is toward consolida- 
tion, because economy has become a national 
watchword and because low price to the 
consumer through lower operating costs has 
become a business watchword, and finally, 
because government has taken Roosevelt's 
advice, and now penalizes conduct—not size 
—it therefore becomes a logical step to 
merge business organizations for higher 
efficiency.” 

“Volume,” it points out in another of the 
series, “is a way to greater service and 
profit. Greater profit to business is often 
a question of lower price to the consumer. 
Reduce the output of a large automobile 
factory by one-half and what is the result? 
Higher overhead per sale and larger profit 
per car, but smaller profit per year, because 
of the greater cost to the man who buys 
the finished car. 

“Build a shoe factory just to serve one 
family and the shoes will cost about $100,000 
a pair. 

“Double the output of the auto factory 
and the result is lower cost per car, a widen- 
ing circle of buyers, with smaller profit per 
car, but greater profit per year. 

“Let the shoe factory serve 100,000 fam- 
ilies and the price of shoes comes down to 
a reasonable figure. 

“The Mercantile Trust Company is espe- 
cially equipped to handle mergers, consolida- 
tions, sales and refinancing of business or- 
ganizations, in the interest of greater volume 
of production with its consequent lower 
overhead, lower profit per unit, but higher 
profit per year.” 

Consolidation is undoubtedly one of the 
outstanding trends of the business revolu- 
tion which is taking place, and as every 
consolidation is likely to affect for better or 
worse the commercial welfare of the banks 
of the community in which it takes place. 
plain business prudence—without regard to 
those more obvious considerations—seems to 
suggest that the leading banks of the com- 
munity may serve their communities as well 
as themselves in placing mergers and foun- 
dations on the soundest possible bases. 
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Kentucky Bankers Act to Hold 
Down the Rate on Time Deposits 


By NICHOLAS H. DOSKER 


Vice President, National Bank of Kentucky, Louisville; President, Kentucky Bankers Association 


Three Per Cent Is Declared to Be Highest Rate of Interest 
That Can Be Paid on Time Deposits With Safety to Banks and 


Public. 


Will Seek Signed Agreements by Banks in 


MOST unusual called meeting of 

the Kentucky Bankers Association 

was held in Louisville on July 27, 

for the purpose of discussing in- 

terest rates paid by banks on time deposits 

in Kentucky and for the purpose of taking 

such action as the conference might de- 

termine upon. The by-laws of the Associa- 

tion provide among other things that the 

objects and purposes of the association shall 

be “to secure unity of action in all matters 

affecting the common welfare of such insti- 
tutions.” 

Before stating what occurred at the meet- 
ing it is mecessary to recite briefly what 
conditions brought about the call for the 
meeting. 

Prior to 1921, all of the banks in Louis- 
ville and most of the banks in the state were 
paying 3 per cent interest on savings and 
time deposits. In that year one large na- 
tional bank of Louisville announced that it 
would pay 4 per cent interest on savings 
accounts and certificates of deposit. They 
were closely followed by four state banks, 
leaving only the three largest national banks 
and the largest state bank together with a 
number of small outlying state banks on a 
3 per cent basis. The action of these banks 
in raising their interest rates disrupted the 
Louisville Clearing House, which became a 
mere shell. 

This status was maintained until June 30, 
1926, when the largest state bank in the 
city of Louisville with five branches, an- 
nounced to the public that it would pay 
4% per cent on savings and time deposits 
under a special plan which was not divulged 
at that time. This bank had up to this time 
been paying 3 per cent. Their action was 
immediately followed by all banks, state and 
national, already paying 4 per cent with the 
exception of one large state bank.’ These 
banks announced that they would pay 4% 
per cent on all savings and time deposits 
without any distinction. One national bank, 
which had been paying 3 per cent and had 
five branches followed suit with the net 
result that only the two largest national 
banks and a few outlying independent now 
pay 3 per cent on this class of business. 
These large national banks sent out letters 
to all their correspondents stating that they 
believed that 3 per cent was the proper rate 
to pay and that they would not increase 
their rate. 

The action of these certain 
banks in raising the rate of 


Louisville 
interest to 


3 Per Cent Limit 
He” Kentucky expects 


to meet the problem of 
holding interest rates on 
time deposits within bounds 
is told in this article, writ- 
ten by the president ‘of the 
Kentucky Bankers Associa- 
tion. Acting at the request 
of eighteen country bank- 
ers, who feared that a gen- 
eral state of demoralization 
in banking would follow if 
the smaller banks attempted 
to pay 4% per cent interest, 
a aerial meeting of the 
bankers was convened late 
in July. It resulted in the 
declaration that 3 per cent 
was the highest rate that 
could be paid with safety. 


41% per cent brought forth a storm of pro- 
test from all over the state of Kentucky. 
The country banks feared that they would 
be forced to raise their interest rates to 
meet the Louisville banks without having 
the facilities for making the profits neces- 
sary to justify such action on their part. 


Called Meeting 


IGHTEEN central Kentucky bankers 

called a meeting at Danville, where they 
adopted a resolution requesting that the 
president of the Kentucky Bankers Associa- 
tion call a special meeting to consider the 
question at a general conference. This reso- 
lution recited that ‘whereas the practice of 
paying a higher rate of interest than 3 per 
cent on time deposits is generally regarded 
as unwise” and “believing it will finally lead 
to a general state of demoralization of the 
banking business of the state,” the bankers 
recommended to the bankers of the state 
“that the practice of paying a higher rate 
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Special Meeting of State Bankers Association Held. 


the Counties. 


than 3 per cent on time deposits be discour- 
aged and abandoned.” 

Pointing out further that “the general 
banking business is supervised either by the 
United States Government or the common- 
wealth of Kentucky and a maximum rate 
of interest is fixed by law on loans for the 
protection of borrowers,” the committee 
further recommended that “a maximum rate 
of interest be established on time deposits 
for the protection of the funds of deposi- 
tors, thereby eliminating highly competitive 
practices which in our opinion may jeopar- 
dize the safety of savings.” 

To bring the matter to the attention of 
those particularly interested, the direction 
was given that the copies of the resolution 
should be mailed to every bank in Kentucky, 
the Comptroller of Currency, the Bank 
Commissioner of Kentucky and all border- 
ing states, as well as to all members of 
the Kentucky legislature. The committee 
was composed of J. W. Rochester, of Stan- 
ford; George W. Edwards, of Harrods- 
burg and J. C. Caldwell, of Danville. 

In response to the request contained in 
this resolution, the president of the Ken- 
tucky Bankers Association issued a call for 
the special meeting referred to above. 


The Special Meeting 


BOUT 200 bankers attended. There was 
no program provided, the meeting being 
an open forum for discussion. 

In opening the meeting I, as chairman, 
made the following remarks: 

“T think there is one mistake that most 
banks have made in soliciting time deposits. 
They have laid too much stress upon the 
interest rate to be paid and too little upon 
the more impelling motives that cause men 
and women to save. People do not put 
money on time deposits in banks to earn 
interest no matter what the rate is, but to 
accumulate principal generally for some 
very definite object. 

“The saver wants to protect himself or 
his dependents against loss of earning 
power, or wants to own a home, or wants 
to go into business for himself, or covets 
the possession of some special object of 
necessity or luxury. His main object is to 
accumulate a principal sum. He wants it 
secure. He wants it always available at 
par and lastly he wants it to earn some- 
thing while he is saving. All economists 
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Regulating the Building and 
Loan Associations 


By PETER G. CAMERON 


Secretary of Banking, Pennsylvania 


Amazing Growth of These Associations Brings New Problems ot 
Supervision. Trend Toward Second Mortgage Loans. Dealing 


With Commission Evil, Misuse of Privilege of Issuing Full Paid 


HE idea which first gave rise to 
the institution of building and loan 
associations, and which secured to 
them their popularity and their ex- 

ceptionally favored position before the law, 

is that of enabling persons belonging to a 

class whose earnings are small to become 

the owners of homesteads by a process of 
gradual and compulsory savings. 

The demand for long time loans on real 
estate cannot be satisfied by banking institu- 
tions, nor can a bank invest too largely of 
its funds in short time real estate loans, 
because of the non-liquid character of this 
class of security and the imperative neces- 
sity that banks shall be maintained in a 
liquid condition to enable them to meet their 
obligations in times of stress or unusual 
demands. The borrower who wishes to ob- 
tain funds on real estate security must there- 
fore resort in large measure to institutions 
that are not required to return deposits or 
savings on demand or on short notice. 

This has particularly been true since the 
close of the World War, when there existed 
an estimated shortage of 2,000,000 homes in 
the United States, as well as an enormous 
shortage of business structures of various 
kinds. 


The First Associations 


HE origin and early history of building 
associations is not very clearly traceable. 
Money lending clubs, somewhat similar to 
those associations, existed in China as early 
200 B. C., and also in the ancient Greek 
republics. The first association of this kind, 
of whose existence the English court re- 


ports furnish evidence, was the Greenwich 
Union Building Association, founded in 
1809. 


In the year 1831, the first association of 
this kind in America—the Oxford Provident 
Building Association—was organized at 
Frankford, now a part of the city of Phila- 
delphia. The success attending it induced 
inquiries from every direction, and in 1836 
was followed by the formation of the 
Brooklyn Building and Mutual Loan Fund 
Association at Brooklyn, N. Y., a commit- 
tee of whose promoters had visited Frank- 
ford for the purpose of obtaining informa- 
tion concerning the practical details of the 
scheme. 

After that date they 
plentifully throughout 
of the United States, 


began to crop out 
the eastern section 


partly as unincorpo- 


Stock and Excessive Appraisals of Real Estate in Pennsylvania. 


rated associations and partly under charters 
obtained by virtue of general acts of the 
several states authorizing the incorporation 
of beneficial and similar associations. 

Their power and importance grew rapid- 
ly during the period immediately preceding 
the Civil War, and legislation became im- 
perative. The decade between 1850 and 
1860 comprises the period when most of 
the older states, already thickly strewn with 
building associations, made the first attempts 
at statutory regulation of the powers, for- 
mation and management of these associa- 
tions. Since then, they have constituted a 
class of corporations distinct and different 
from every other. 

During the twenty years from 1895 to 
1915, the number of associations in the Unit- 
ed States increased from 5770 to 6806, the 
number of shareholders in the associations 
increased from 1,545,129 to 3,334,899, and 
the assets from $579,627,765 to $1,484,205,- 
875. 

During the following ten years, from 
1915 to 1925, the number of institutions 
increased from 6806 to 12,403; the number 
of shareholders from 3,334,899 to 9,886,997 ; 
and their assets from $1,484,205,875 to $5,- 
509,176,154. 

Thus in the past ten years the number 
of societies has doubled, the number of 
shareholders has trebled, and the assets have 
quadrupled. 


The Disastrous ‘‘Nationals’’ 


RACTICALLY all of the building and 

loan associations in the United States 
today operate on a purely local basis. 

In the late 80’s and the early 90’s, a num- 
ber of associations were organized to do 
business on a nation wide scale. These as- 
sociations are usually referred to as “na- 
tional” associations, to differentiate between 
them and the “local” associations. They 
are also frequently called “foreign” asso- 
ciations. 

Of the associations in existence in 1893, 
according to the report of the United States 
Commissioner of Labor for that year, 5598 
were local and 240 national, a total of 5838. 


“Tt was the introduction of the national asso- 
ciation which changed the whole trend of the 
movement and interrupted the development of this 
type of economic cooperation which had _ been 
started so effectively, and nearly caused its down- 
fall, ” he said. 

“Such marked success had attended the forma- 
tion of the original local associations throughout 
the country that homeseekers everywhere sought 
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to take advantage of this new and successful plan 
of securing a hoped-for residence. When new 
associations were formed to do business on a 
nation wide scale, people readily joined them and 
paid in their savings, not realizing that the work 
undertaken was radically different in character 
from that of the local associations. Many of the 
new promotions were merely experiments, trying 
out new plans. Agents were sent over the coun- 
try soliciting memberships and loans. Contact be- 
tween the shareholders and officials of some of 
these companies was impossible, and loans were 
made by mail with no personal inspection of either 
the security or the individual borrower. As a 
result, borrowers with poor reputations who were 
unable to obtain funds from local lenders became 
the principal customers of the national associations. 
The loans were nearly all of a low grade. Im- 
roper security was frequently accepted and heavy 
osses occurred. 

“The period from 1885-1893 was_a boom period 
in real estate as in other values. Loans made on 
the basis of inflated values could be no stronger 
than the real security behind them. When all 
values crashed with the panic of 1893, hundreds 
of lenders on mortgages throughout the country 
found that the property was not worth as much 
as the loan, and were obliged to take over the 
security and liquidate it as best they could. Bor- 
rowers in most cases lost all their interest in the 
mortgaged premises, and even the most conserva- 
tive lenders had great difficulty in realizing the 
amount of their loans. 

“Strange as it may seem, the financial panic 
of 1893 gave (the nationals) a new impetus, main- 
ly on account of the tightness of the money market 
with a consequent unlimited demand for loanable 
funds. Field agents did a land office business, as 
it were, in 1894 and 1895, selling shares and col- 
lecting fees on promises of loans. 

“Tt was impossible to keep the promises in many 
cases. The 236 nationals are reported to have 
collected more than $250,000,000 and loaned about 
$150,000,000 in heyday of their existence. Large 
expense accounts ate up the difference. Such 
a state of affairs could not last. Loans made in 
a period of falling. values are always uncertain, 
and companies entering a community to compete 
with local funds are less likely to get the cream 
of the business. 

“A crash was inevitable, especially when fraud 
was added to the other evils of the movement. 
The national associations reached their peak about 
1896. In that year the movement ceased ex- 
panding, and the inevitable crash followed the 
failure of one of the largest of the national con- 
cerns in the spring of 1897. This was called the 
Southern Building and Loan Association of Knox: 
ville, Tenn., with $5,000.000 of assets on its books. 
With the first of the nationals in trouble the others 
fell after it like a row of dominoes. 

* * * * * 

“In spite of the great recent growth of the 
movement, it appears to have taken twenty years 
(1893-1913) for the associations to find their way 
back to public favor, after the disastrous effect 
of the national associations during the 90’s. Only 
in 1913 were the same number of people per 100 
population being reached as in 1893. The lowest 
point for membership was in 1901 when only l.- 
495,000 persons were recorded as shareholders, and 
during the following year (1902) total assets 
reached their lowest point of $565,387,000. .. .” 


“Foreign” building and loan associations 
are prohibited in Georgia, New Hampshire, 
New York, and perhaps some other states. 
Many other states effectually prevent such 
associations from doing business by pro- 
hibitive taxation or by requiring the deposit 
of a large amount of securities with the 
state authorities. 
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State License Required 


ie Pennsylvania the act of 1901 requires 
a foreign building and loan association, 
before doing business in the state, to be 
licensed by the Secretary of Banking, and 
to deposit $100,000 in government securities 
with him, to protect citizens of Pennsyl- 
vania. As a result of the passage of this 
act, all national associations withdrew from 
the state and none has since qualified to do 
business therein. However, we do have in 
Pennsylvania a few associations that carry 
on a state-wide business. 

Building associations originally existed in 
Pennsylvania as unincorporated societies. 
In 1850 the first statute providing for their 
incorporation was passed. This act required 
application for a charter to be made to the 
Court of Common Pleas of the proper 
county. The General Corporation Act of 
April 29, 1874, repealed all previous legisla- 
tion and provided for incorporation by the 
Governor. 

No provision was made in Pennsylvania 
for state supervision of building and loan 
associations until 1895, when they were 
placed under the jurisdiction of the Bank- 
ing Department. At that time there were 
1131 associations in the state, with assets 
of $99,000,000 and 253,000 shareholders. 
Today there are in the state over 4500 
associations, with assets of approximately 
$1,000,000,000. The city of Philadelphia 
alone has over 3400 associations, with assets 
of about $650,000,000. 

For nearly a century the Philadelphia 
associations have been promoting thrift and 
assisting homebuyers, with the result that 
Philadelphia is known as the “city of 
homes.” No state in the union, with the 
exception of Ohio, can equal this one city 
in the assets of its building and loan asso- 
ciations, and no three states can equal it in 
the number of associations. 

In 1925 the statistics of the other leading 
states were as follows: 


No. of Asso- _ Total Total 
ciations Membership Assets 


2,098,733 $847,570,701 
y Jersey.. 1,008,092 645,539,550 
Massachusetts. 439,553 369,273,095 
Illinois 783,888 317,403,747 
New York .. 305 447,721 258,089,817 
Indiana 349,879 218,479,623 
Under the laws of most of the states, 
building and loan associations may loan only 
on first mortgages. In Pennsylvania they 
are permitted by law to secure the repay- 
ment of loans “by bond and mortgage or 
other security.” 


Loans on Second Mortgages 


HE general practice in the state outside 

of Philadelphia is to take only first 
mortgages. In Philadelphia the majority 
ot the loans are on second mortgages, the 
first mortgages usually being held by the 
banks, trust companies and insurance com- 
panies. There is no objection to a second 
mortgage loan to a homebuyer if the prop- 
erty offered as security is appraised by con- 
scientious men thoroughly acquainted with 
local conditions and real estate values, and 
the amount loaned does not ‘too closely ap- 
proximate the markci value of the property. 
The weekly or monthly payments made by 
the borrowers from building associations 
renders it safe for them to loan a consider- 
ably higher percentage of the value of the 


real estate involved than would be safe in 
the case of so-called straight mortgages. 

During recent years, however, the prac- 
tice has been established of making second 
mortgage loans on large business properties, 
such as hotels, office buildings, theaters, 
apartment houses, and properties other than 
homes. These loans are for the most part 
made to real estate speculators and at best 
involve an element of risk: Many of them 
are too large to be handled by one associa- 
tion and, as a result, we have the so-called 
“syndicate” or “equal-lien” loans. Each 
association in the “syndicate” takes a por- 
tion of the loan and is secured by a mort- 
gage which is equal in lien with the mort- 
gages held by the other associations. In 
nearly every case the associations partici- 
pating in such a loan are controlled by in- 
terlocking officers and directors (who bor- 
row most of the funds to carry on their 
real estate speculations) so that there is 
little danger of one association foreclosing 
without the consent of the others. 

Two years ago the Department, in a cir- 
cular letter sent to all associations, con- 
demned this practice and also the iniquitous 
practice on the part of many officers and 
directors of charging” commissions for as- 
sistance in obtaining loans from their asso- 
ciations. This practice of charging com- 
misSions has been indulged in in Philadel- 
phia to some extent for many years, but 
during, and immediately following the war, 
it increased to such extent that prospective 
home owners were seriously hampered in 
their efforts to obtain money at reasonable 
cost. Many complaints were received at 
the Department of Banking. This was due 
to the housing shortage and also to some 
extent to the fact that large amounts of 
building and loan funds were diverted to 
the financing of large business properties. 


The Commission Evil 


HIS circular issued by the Department 

caused quite a commotion in building 
and loan circles. The Building Association 
League of Pennsylvania, after a very heated 
discussion, adopted a resolution condemning 
syndicate loans as being clearly against the 
spirit of building and loan associations, but 
took no action with regard to the commis- 
sion evil. At the following session of the 
Legislature an attempt was made to obtain 
legislation prohibiting syndicate loans, and 
making it a misdemeanor for an officer or 
director to take a commission. Unfor- 
tunately, both of these measures were de- 
feated through the activities of the Build- 
ing Association League, which is a power- 
ful organization in Pennsylvania, and the 
Conveyancers and _ Solicitors Association, 
an association of lawyers which was or- 
ganized for the purpose of opposing the 
Department of Banking in its efforts to 
eliminate the commission evil. 

We are at present attempting to eradicate 
this evil by the application of an opinion 
of the Attorney General, in which he holds 
that the practice is illegal. However, no 
great progress can be made in this connec- 
tion until the taking of commissions is made 
a.misdemeanor by legislative enactment and 
penalties are imposed for violations. 

The Department attempted to trace com- 
missions to officers and directors by having 
the examiners inspect the loan settlement 
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sheets at the title companies. The Con- 
veyancers and Solicitors Association, and 
others connected with building and loan 
operation, and who were reaping large 
profits from commissions, influenced the title 
companies to deny us access to these sheets. 
We are contemplating the issuing of an 
order to each association, directing that 
copies of settlement sheets be filed with the 
papers pertaining to each loan. Whether 
the Department can inforce such an order 
remains to be determined. 

The old examination forms which, with 
a few changes, had been in use since 1895, 
was discarded in Pennsylvania last summer, 
new forms were adopted and the scope of 
the examinations enlarged. The most im- 
portant and effective change in our system 
of examination is the employment of expert 
real estate appraisers to appraise the security 
back of large and doubtful loans. Thus far 
we have not discovered any great deficien- 
cies in the security held for large syndicate 
loans. We have, however, found a number 
of cases where the security for compara- 
tively small loans was inadequate. The out- 
standing case of this kind was the group 
of seventeen associations which were taken 
in possession by the Department last July. 
All of these associations were controlled by 
the same persons and for about a year be- 
fore our investigation had been making 
loans greatly in excess of the real values 
of the properties offered as security. The 
combined assets of these associations 
amounted to approximately $2,000,000. We 
are unable to say at this time just how 
much can be salvaged from the wreckage. 
The persons responsible for this condition 
were prosecuted and are now serving prison 
terms. 

Another important departure from our 
former system is “group” examinations. In 
Pennsylvania, particularly in Philadelphia, 
there are groups of associations which have 
interlocking officers and directors, and which 
have a common meeting place. In the past, 
instead of concurrent examinations being 
made, these associations were examined one 
at a time. We are now engaged in classify- 
ing all associations into groups, to the end 
that concurrent examinations may be made 
of affiliated associations, and that the op- 
portunity for concealing fraud may be re- 
stricted so far as possible. This plan of 
examination will also enable us to check the 
loans more thoroughly. 


Full Paid Stock Issues 


HERE is another matter which has been 

giving the Department much concern— 
the misuse by Philadelphia associations of 
the privilege associations have of. issuing 
full paid stock. By full paid stock is meant 
stock upon which the full par value is paid 
in advance, and upon which the periodical 
dividends are paid to the holder in cash. 

There is no legislation in Pennsylvania 
providing for the issuance of such stock 
except the provision of the General Corpo- 
ration Act which provides that corporations 
shall have the power “to enter into any 
obligation necessary to the transaction of 
its ordinary affairs.” In the case of Folk 
vs. State Capital Savings and Loan Asso- 
ciation, the Supreme Court of Pennsylvania 
ruled that such stock may be issued upon 
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The Rush for New Bank Charters 


By FRANK H. WARDER 


Superintendent of Banks, New York State 


Record Breaking Demand for Authority to Start New Banks 
in New York State. Continued Prosperity and High Quotations 
for Bank Shares Probable Reasons. Supervisors Should Grant 
Charters Only After Proof of Need and High Character Shown. 


BELIEVE there is another phase of 

supervision that is equally important 

as bank supervision, and that is the 

subject of mew bank organizations. I 
believe every banker will concede that if 
new banking organizations were thoroughly 
investigated before they were authorized, 
bank failures and financial troubles in banks 
would be reduced to a minimum. Some 
states have been unfortunate in having a 
large number of bank failures in the past 
two or three years, and it has been said 
that one of the principal causes was too 
many banks. 

There is no doubt that national and Fed- 
eral Reserve examinations and examinations 
made by the various state banking depart- 
ments of the union show a marked improve- 
ment during the last ten years. But I do 
not believe that the phase of bank supervi- 
sion relating to supervision of new banking 
organizations has shown the same improve- 
ment. 


Many Seek Charters 


HERE are more applications for the 

organization of new state banks, trust 
companies, savings banks, and _ national 
banks than ever before in the history of 
banking in New York State. There is 
hardly a day that at least one application is 
not made to the banking department, and 
from the observation that I have made 
through the very enjoyable and_ beneficial 
contactsthat we have with the Federal au- 
thorities, applications are filed almost as 
frequently for the organization of national 
banks in the various boroughs of New York 
City and other parts of the state. 

It seems there is a mania on the part of 
some people to get into the banking busi- 
ness. This may be partly due to the fact 
that we have been enjoying for the past 
eight years an unusual amount of prosperity. 
It is partly due to the fact also that the 
market quotations of bank shares have 
risen greatly in value, and that the public 
have become large investors in bank shares. 
Many people who are unable to buy shares 
in banks that have been in existence for a suf- 
ficient number of years to insure success, or 
who are unable to get them at the prices 
they desire, use this as an excuse for the 
organization of new banks. 

There are very few parts of New York 
City today that are without adequate bank- 
ing facilities. There was a time wher it 
was generally understood that one or more 
of the individuals connected with the bank 
in the capacity of directors should have 
some previous experience with banking in- 


N New York and two or 

three other states there 
has been an unusual num- 
ber. of applications lately 
for new bank charters. 
However, this demand is 
not national in scope. In 
several states there has not 
been a charter granted dur- 
ing the past few years. In 
certain sections of the West 
and South most of the new 
banks authorized recently 
have been organized to take 
over banks that had been 
forced to suspend. It ts 
becoming increasingly diff- 
cult for individuals to open 
a-bank either under national 
or state charter. 


stitutions. This is no longer true. Not that 
I do not believe that a man who is a suc- 
cessful business man does not make an ideal 
bank director, but it should always be borne 
in mind and realized by those who contem- 
plate accepting a trust as a bank director 
that it is going to be difficult for them to 
give proper attention to their duties as a di- 
rector and at the same time carry on active 
business. 

I make mention of this fact as it seems 
to me that too many of the men whose 
names are offered as bank directors are ac- 
cepting the post,believing it is an honorary 
position and that it will improve their stand- 
ing in the community. I take the position— 
and this is the attitude that our department 
has assumed for the last ten years—that first 
of all there should be adequate proof—and 
a new banking institution should be _ pre- 
pared to submit adequate proof—that there 
is a need for additional banking facilities, 
to the point that the superintendent of banks 
or the supervisor of banks, whoever he may 
be, is satisfied that the bank will be a rea- 
sonable financial success. If this is an- 
swered in the negative, regardless of what 
the standing of the men connected with it 
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may be, there is practically no reason why 
the institution should be authorized. 


Ruinous Competition Results 


HE mere fact that the incorporators 

are willing to run the risk involved in 
the investment of funds in banking shares 
is not sufficient to authorize a banking in- 
stitution where none is needed, and it means 
that this is a step in the direction of pro- 
moting an unhealthy banking situation in 
that community. Competition in a com- 
munity where there is not sufficient busi- 
ness to support more than the existing bank- 
ing institutions means that this competition 
is going to prove ruinous to all of the banks, 
old and new alike. 

In making this statement I have taken 
into consideration that a banking institution 
should be regarded as a semi-public institu- 
tion, and that the superintendent of banks 
or the supervisor should not look at it alone 
from the stockholders’ viewpoint, but should 
take into consideration the rights of the 
shareholders of the other banks, the wel- 
fare of the depositors represented in the 
community, and the damaging results that 
may accrue as the result of authorizing a 
banking institution where there are already 
sufficient banking facilities. 

Assuming that the superintendent of 
banks satisfies himself that there is a rea- 
sonable chance of success for a new banking 
institution, the next part of his examination 
should be directed to ascertaining the char- 
acter and standing of the proposed directors 
of that institution; and in this connection he 
should be satisfied that the capital stock of 
the bank can be subscribed and paid for 
without the carrying on of some stock sell- 
ing campaign that has no place in a con- 
servative banking field. If there is a genu- 
ine need for a banking institution within a 
community the response to the offering of 
the bank’s shares should be such that no such 
selling campaign is necessary. 

Investigation of the character and stand- 
ing of the proposed incorporators should he 
a thorough one. The men should be all suc- 
cessful business or professional men within 
the community. They should be men whose 
financial standing is commensurate with the 
size of the institution; their businesses 
should be diversified. By this I mean that 
the board of directors should not be loaded 
up with too many men representing one par- 
ticular line of business. 

When the question is asked by the su- 
perintendents of banks as to why the in- 
dividuals believe that the proposed institu- 
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The Cost of Carrying Accounts 


Bank Must Know Loanable Balance. 


By GEORGE W. PORTER 


Return From This Sum 


and Expenses Distributable Directly and Indirectly to Ascertain 


Profit or Loss. 


System of Analysis Must Be Simple. 


Cost of 


Handling Average Item About 2'4 Cents, and $1.75 per Account. 


HERE was a time when people who 

had a surplus of cash let it lay in 

the bank without a thought of the 

loss which was occasioned by not 
receiving interest on it. The profit on such 
accounts was sufficient to offset the losses on 
small unprofitable accounts. But that day 
has passed. Through the educational cam- 
paigns of savings banks, building and loan 
associations and public utilities, and through 
the drives in connection with financing the 
World War people have learned that funds 
for which they do not have an immediate 
need can be employed so as to produce a rea- 
sonable return. Therefore, we no longer 
have the large inactive account to make up 
for the losses occasioned by the smaller ac- 
tive accounts, and it has become necessary 
for us to determine just what minimum bal- 
ance can be carried with a given activity and 
the bank still make a reasonable profit on 
the account. 

The public demands that the banks give in 
service or interest, or both, the value of the 
larger accounts. This demand makes it 
necessary for the banks to know what an ac- 
count is costing and what it is producing in 
the way of revenue, in order to determine 
how much interest to pay or what limits, if 
any, to put upon the free service rendered. 
To offset the losses on small accounts some 
banks have adopted the practice of making a 
small charge monthly for accounts which 
have an average balance of less than a cer- 
tain amount, usually one hundred dollars. 


A Few Exceptions 


DEPOSITOR may maintain an account 

that is within itself a loss to the bank 
and yet because of his influence in the com- 
munity may be the cause of other accounts 
being placed in the bank, and in that way 
produce considerable revenue. 

There are accounts for the personnel of 
corporations through which we are able to 
attract the account of the organization, and 
while the accounts of the individuals may 
not in themselves be profitable, we must 
maintain them because of the business they 
produce. 

Then we have household and other ac- 
counts which must be carried for the con- 
venience and accommodation of our custom- 
ers who through other accounts are valuable 
customers of the bank. Yet there are other 
accounts which do not produce revenue from 
any source. . 

In theory, each account should be made tc 
stand on its own merits. We do not expect 
the grocer to sell potatoes at a loss in order 
to accommodate those who wish to buy meat. 
We do not expect our haberdasher’to sell 


neckties and handkerchiefs at a ioss and 
make it up on the fellow who buys a suit 
or, overcoat. 

In order to find the profit or loss result- 
ing from an account it is necessary to know 
three things: The loanable balance, the re- 
turns from the loanable balance, and the 
expenses distributable directly and indirectly 
to the account. 

To determine these things there are sev- 
eral methods being used with varying re- 
sults. The success of any system of analysis 
depends upon its simplicity and the use that 
is made of the information which it fur- 
nishes. In other words, the plan must be one 
that can be worked without too great an ex- 
pense, and when the results are tabulated 
they must be applied and the accounts which 
are showing a loss must be improved or 
dropped. 


The Loanable Balance 


O determine the loanable balance, the 

balance as shown on the ledger for each 
day of the period of the analysis is taken. 
Then to get the amount of the transit float, 
the amount of items in transit each day is 
multiplied by the number of days necessary 
to have the funds available and the amount 
thus reduced to a one-day basis is inserted 
on the analysis form opposite the balance for 
the same day. Most of the banks are using 
the schedule of the Federal Reserve Banks 
to determine the number of days an item 
should be deferred. 

The analysis form may have several col- 
umns, one for each day point, so that items 
can be posted under the various numbers, 
and another column used for an accumula- 
tion of these totals, or the total deductible. 
The total of the float is then deducted from 
the total of the ledger balances for the net 
balance of the account for the period. 

Another method is to go through the de- 
posit tickets after they have been posted and 
make tickets in duplicate of all items for 
amounts large enough to be deferred. This 
ticket shows where the item is payable and 
when it will be available for credit. A 
dummy ledger is maintained on which the 
ticket just described is posted as a debit, the 
copy is filed in a maturity tickler for the 
date it will be due. When the items become 
due they are then posted to the dummy 
ledger as credits. A list is made of the 
accounts so treated, showing the name of the 
account, ledger balance and the dummy ledg- 
er balance. The latter is deducted from the 
ledger balance and the net balance is thus 
obtained. A new list is made of these ac- 
counts each day and is referred to to pre- 
vent payment of checks drawn against uncol- 
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lected funds as well as serving the purpose 
of the analysis. 

Rather than maintain an analysis of tran- 
sit items and figure the deductions, some 
banks defer credit covering deposits made 
up of out-of-town items for large amounts. 
The method is to enter the items for collec- 
tion and pass credit only upon receipt of re- 
mittance to cover. This method is used only 
on certain accounts where it is the practice 
of the customer to draw checks against the 
deposit as soon as it is in the bank. The 
fault is corrected to some extent by with- 
holding credit. The system would be cum- 
bersome if attempted for all accounts. 

Many banks do not attempt to include in 
their analysis items of less than $500. They 
say the cost of such analysis would be more 
than would be saved by the analysis. This 
method was explained by a bank that has a 
number of bank accounts. All cash letters 
are scanned and items for more than $500 
are analyzed, while all letters composed of 
smaller items are deferred for three days, as 
an average. 


Reserves Carried Against 
Accounts 


ROM the net balance, which has been de- 

termined by the analysis, must be de- 
ducted the amount of reserve carried against 
the account. For member banks in central 
reserve cities the amount required by the 
Federal Reserve Act to be carried against 
demand deposits is 13 per cent, for member 
banks in reserve cities it is 10 per cent and 
for other member banks it is 7 per cent. The 
required reserve for memker banks against 
time deposits is 3 per cent. 

Reserves of banks not members of the 
Federal Reserve System may be fixed by the 
authority under which they hold a charter, 
and they do not vary greatly in the aggre- 
gate. Besides the required legal reserve 
there are other reserves carried with East- 
ern correspondents and in cash as a matter 
of established policy. While the amount car- 
ried by banks may be fixed by law and bank- 
ing policy, the amount of cash required to 
handle accounts varies greatly. 

This variation and the cause for it must 
be considered when the cost of the account 
is to be determined accurately. Those who 
make heavy demands for cash should bear 
the cost of handling. Some return on re- 
serve balances with other banks may be ob- 
tained, but when there is cash in the vault 
waiting for a customer who may or may not 
call for it, there is loss of interest and, in 
addition, the cost of handling. 


(Continued on page 124) 


The Finance Companies’ Side of 
Instalment Buying 


By A. E. DUNCAN 


Chairman of the Board, Commercial Credit Company 


Doubtful if Increase in Total Volume of Instalment Buying 
During Past Six Years is Out of Proportion to Increase of All 
Merchandise Bought. Abuse Not Use of System Needs Atten- 
tion. Its Effect on Savings Not Adverse. Tests of Sound Credits. 


NSTALMENT buying is said to be 
older than Christianity. Crassus, a 


friend of Julius Caesar, and the first- 


known instalment banker, is said to 
have amassed a fortune by purchasing 
homes outside the walls of Rome and sell- 
ing them to people upon easy terms. 

We forget that thirty or forty years ago 
many of us bought pianos, sewing machines, 
bicycles, books and many other articles upon 
instalment payments. Purchases payable in 
instalments quickly tie up large resources 
and in those days, there being no outlet for 
such obligations, the dealers had to carry 
same and finance their business as best they 
could and restrict their volume of such sales 
accordingly. 


Abuse of System 


HE development of finance companies 

within the past fifteen years offered a 
legitimate specialized banking outlet for 
instalment obligations, which, with the co- 
incident perfection of the automobile, has 
caused a very rapid increase in the volume 
of instalment buying of many articles. It is 
the abuse and not .the use of the system to 
which attention should be directed, as the 
increase in volume alone upon a sound basis 
in proportion to all commerce should not 
increase the hazard, economic or otherwise. 

It is very doubtful if the increase in total 
volume of instalment buying during the past 
six years has been out of proportion to the 
increase of all merchandise bought, whether 
for cash or on time. From the tremendous 
increase in the attention given the subject, 
however, by economists, bankers and _ busi- 
ness men within the past year, one would 
think a very radical change in the distribu- 
tion of merchandise had only taken place 
within the past few years. 

Special criticism has been directed toward 
instalment buying of luxuries. The devel- 
opment of our country has been so very 
rapid that our luxuries of today become our 
necessities of tomorrow. Based upon the 
standard of living only thirty years ago, 
the large majority of our present day com- 
merce would be entirely eliminated and con- 
sidered most extravagant and unessential. 

How many homes were then equipped 
with more than one, if any, bath room, hot 
and cold water, telephones, electric lights, 
gas ranges, furnaces, not to mention pianos, 
phonographs, radios, electric washers, irons, 
toasters, etc.? 


a 


Correcting Abuses 
B ANKERS appear to be 


agreed that instalment 
buying is here. to stay and 
that the real problem is how 
to make it a sound addition 
to the credit system. In 
this article, the author, one 
of the pioneers in finance 
company operations, dis- 
cusses the economics of 
instalment buying from the 
standpoint of the receivable 
companies. Admitting that 
1925 witnessed a _ large 
amount of unsound buying 
on this plan, Mr. Duncan 
states that most of the ex- 
cesses have been corrected 
and the period of elimina- 
tion is now at hand. 


To what extent did we then occupy sky- 
scrapers with elevators, electric lights and 
other modern conveniences, and use in our 
daily business paved highways, the automo- 
bile, taxicab, truck, mail airplane, local and 
long distance telephone, telegraph, wireless, 
electric and steam railways, typewriter, add- 
ing and billing machines and other office 
and plant labor and time saving equipment ? 

In 1895—only thirty-one years ago—just 
four automobiles were built in the United 
States, while in 1925 there were 19,954,347 
motor vehicles in registered use, of which 
17,512,000 were passenger cars and 2,441,000 
were commercial vehicles. Strange as it may 
seem, there are today 2 per cent more auto- 
mobiles than telephones in daily use in the 
United States. 

Well do we remember how enraged the 
farmer used to be when, with his now an- 
tiquated horse and buggy, he had to pass 
an automobile on the road. Today 21% 
per cent of all motor vehicles in the United 
States are farm owned. 


8&4 


What Are Luxuries ? 


OW can we say that “luxuries” should 

not be bought on time when it is next 
to impossible even to decide what is or is 
not a luxury, certainly when applied to a 
given individual? Better should we try to 
educate the public as to what constitutes 
sound instalment buying and then leave the 
matter to the individual purchaser and to 
the dealer passing upon his credit. The 
American people have a lot of common 
sense, make a few mistakes but, as a rule, 
neither incur nor are permitted to incur 
obligations much in excess of their ability 
to pay. 

There are exceptions, of course, and there 
is no doubt that in 1925 there was a large 
amount of unsound instalment buying. This 
was due to not knowing just what consti- 
tuted sound instalment buying, to competi- 
tive conditions and high pressure salesman- 
ship by finance companies, dealers and man- 
ufacturers. This resulted last winter in 
substantial increase of repossessions, collec- 
tion and overhead expense, excessive losses 


‘ and reduced earnings, and especially in di- 


recting the attention of bankers to the grow- 
ing tendency to unsound principles and the 
probable future economic effect of instal- 
ment buying. 

Instalment paper purchased during “boom 
times,” as in 1925, is more hazardous than 
that purchased during dull times or a busi- 
ness depression. The individual is then far 
more careful as to the future of his posi- 
tion, his obligations, what he buys and his 
ability to pay for same. Fortunately, the 
trend toward unsound instalment buying 
culminated early last winter during good 
times, which have since continued. Well 
managed finance companies, guided by their 
experience, have been able to readjust their 
business, use greater care as to the credit 
of the buyer, the article bought, and espe- 
cially the down payment and maximum 
terms of purchase, without seriously affect- 
ing their current volume. 

Most of the unsound instalment buying 
has now been eliminated and the situation 
has been curing itself from within the fi- 
nance companies rather than from pressure 
brought upon them by their bankers, which 
is as it should be. Every new and profit- 
able line of business must go through the 
process of overdoing capacity, highly com- 
petitive conditions which result in some un- 

(Continued on page 119) 
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Foreclosure of Mortgage by 
Converted Bank 


HERE a bank in Minnesota is con- 

verted from a state into a national 
bunk and desires to foreclose by advertise- 
ment a mortgage running to the state bank, 
such foreclosure may be advertised in the 
name of the national bank with the state- 
ment that it was formerly a state bank. 


From Minnesota: In 1923 this banking insti- 
tution converted from a state banking institution 
and at the time of being granted a charter as a 
national bank, there was no transfer or assignments 
of mortgage loans or other paper from the state 
bank to the national, and now the question comes 
up: In foreclosing a real estate mortgage where 
such mortgage is in the name of “The State 
jank,” what is the logical procedure? Our state 
law reads that a mortgage must be foreclosed in 
the name of the’ “‘record owner.” 


Further: If it is not legal for us to foreclose 
1 mortgage by doing so as “The National 
Bank of C————-, successors to The State 
tank,”’ then it would in our opinion be illegal for 


us to satisfy or assign such a mortgage or other 
instrument in such manner. What is your opinion 
in this regard? 

We are aware of the fact that we can foreclose 
by court action, but due to the publicity of this 
method we would prefer not to handle such mat- 
ters in this manner. One attorney stated that we 
could again procure a “ State Bank” seal, 
and foreclose in the name of the old institution 
or corporation, but it would seem to me that when 
we are given a charter as a national bank, the 
lanking institution from which we were converted, 
ceases to function. In event that the officers of 
the bank at the time it was a state banking insti- 
tution should no longer be with the national in- 
stitution, who would sign for the state bank? and 
what right have they to sign for said bank when it 
no longer exists? 


A state bank does not lose its corporate 
existence by conversion into or reorganiza- 
tion as a national bank; it is the same in- 
stitution doing business under a different 
name and different jurisdiction. 

In Metropolitan National Bank v. Claggett, 

12 Sup. Ct. Rep. 60, the Supreme Court of 
the United States said: 
“that the change or conversion of the Met- 
ropolitan Bank into the Metropolitan Na- 
tional Bank did not ‘close its business of 
banking,’ nor destroy its identity or its cor- 
porate existence, but simply resulted in a 
continuation of the same body with the same 
officers and stockholders, the same property, 
assets, and banking business, under a changed 
jurisdiction; that it remained one and the 
same bank, and went on doing business un- 
interruptedly ; and that, therefore, the stat- 
utory proceedings relied upon in the answer 
could not operate as a bar to the liability 
of either bank to pay the bills delivered by 
the Metropolitan Bank in 1861 to plaintiff’s 
intestate. This decision is so manifestly 
correct that it needs no argument to sus- 
tain it.” 

In Michigan Insurance Bank vy. Eldred, 
12 Sup. Ct. Rep. 450, the plaintiff, formerly 
a state bank, had changed to a national bank 
and brought suit in the name of the state 
bank upon an obligation running to the state 
bank. The lower court held that the state 


bank had become defunct and could not sue. 
But the Supreme Court of the United States 
said 

“The evidence offered by the defendant on 


Opinions of the General Counsel 


By THOMAS B. PATON 


this point wholly failed to support this de- 
fense, and at most only proved that the 
plaintiff sued by the wrong name. It showed 
no more than that the plaintiff corporation, 
having been originally created by the laws 
of Michigan, had, in accordance with the 
national banking act, become a_ national 
bank, and its name been changed according- 
ly, without affecting its identity, or its right 
to sue upon obligations or liabilities incurred 
1o it by its former name.” 

According to this it would appear lawful 
for a state bank which had been changed 
to a national bank to sue either in the name 
of the state bank or in its new name as a 
national bank. The bank remains the same; 
only its name is changed and the jurisdic- 
tion under which it operates. 

Your bank, a national bank, formerly a 
state bank, does not desire to bring suit but 
wants to foreclose by advertisement real 
estate mortgage owned by it which was 
made out to the state bank before it na- 
tionalized. The Minnesota decisions hold 
that only the legal and record owner of 
the mortgage and power can give the notice 
and foreclose by advertisement; and as the 
record shows the name of the state bank 
as record owner, the question arises whether 
the advertisement and notice should be in 
the name of the state bank or of the na- 
tional bank. 

There is nothing in the Minnesota statutes 
which indicates the precise procedure as to 
name. Section 7696 General Statutes, Min- 
nesota 1923, provides that 

“Whenever any state bank shall be re- 
organized as a national bank, such national 
bank shall be regarded as continuing the 
existence of the state bank, and any officer 
of such bank elected to a corresponding 
office in said national bank shall be regarded 
as holding over as such state bank officer, 
for the purpose of carrying out any duty 
or trust reposed in the person holding such 
office or his successor in the state bank as 
executor of a will or trustee of any trust; 
and his successors in office in such national 
bank shall be regarded as his successors in 
office in such state bank for the purpose of 
executing such will or performing such 
trust; and the executor of any will, or any 
trustee thereunder, who by such will has 
been directed or recommended to deposit 
the money of such estate or trust in such 
state bank, may deposit the same in said 
national bank under the same conditions as 
he might have deposited them in the state 
bank, and with the same immunity from 
responsibility for its safety.” 

This, it will be observed, provides for the 
continued existence of the state bank and 
that the corresponding officer of the na- 
tional bank shall be regarded as holding over 
as the state bank officer for the purpose 
of execution of trusts. 

I think in the light of all the foregoing 
that if the national bank advertised and 
gave notice of the foreclosure of the mort- 
gage in the name “The National Bank 
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(formerly The State Bank)” affixing, 
if necessary, the name of the proper officer, 
it would sufficiently comply with the law. 

The “ National Bank” is the new 
name of the legal and record owner of the 
mortgage; if it brought suit to foreclose 
it could bring same either in its new name 
or in its old name; equally I think the use 
of the name of the new bank in the adver- 
tisement and notice coupled with the state- 
ment that it was formerly the old bank as 
above indicated would be sufficient. 


Savings Passbook Non- 
Negotiable 


passbook being non-nego- 
tiable, a third person who advances 
money thereon does so at his own risk that 
the balance shown is correct because he 
takes no greater. rights against the bank 
than original depositor. 


From Tennessee: In our savings pass books 
we have arranged a column in order that the 
teller may show the depositor’s balance at all 
times, adding on deposits and taking off the checks 
when necessary. We find that through error this 
balance sometimes does not agree with our books, 
the teller having made a mistake in addition or 
subtraction, and we are not sure just what liabili- 
ty we incur when the balance in the pass book is 
shown to be more than it really is. Of course, 
we refer to cases where the pass book might be 
negotiated to a third party along with a check or 
withdrawal slip, for value. 


The mistake of the teller whereby he in- 
correctly states the depositor’s balance in 
the extra column, would involve the bank 
in no liability to a third party to whom the 
depositor might negotiate his passbook with 
a check or withdrawal slip. 

The courts quite generally hold that a 
passbook issued by a savings bank or the 
savings department of a commercial bank 
is not negotiable. See Paton’s Digest, No. 
457, 2101, 3143, 3794. Therefore, although 
a savings pass book might through the 
teller’s error show a greater balance than 
was due the depositor, a third party ad- 
vancing money to the depositor on assign- 
ment of the pass book on the faith of the 
apparent balance would be doing so at his 
own risk; the bank could show the true 
balance as against him, equally as against 
the depositor because the third party would 
take no greater rights. 


Destruction by Fire of 
Customer’s Checks 


HE canceled checks and notes of a cus- 

tomer were destroyed by fire at the bank. 
Opinion that the bank would not be liable 
to the customer for any damage resulting 
from such loss unless caused by its failure 
to use ordinary care; but might itself be 
jeopardised in proving payment of certain 
items. 

From New Jersey: I would like to have an 
expression of opinion from the Legal department 
with reference to the liability of a New Jersey 
bank to its depositors, the bank having been the 


victim of a fire which destroyed the customers’ 
cancelled checks and cancelled notes, the bank 
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not. being in a position to deliver said instruments 
to its customers. To what monetary extent, if any, 
is it liable? 


The ultimate property in .cancelled checks 
and cancelled notes is in the customer and 
while in the custody of the bank the latter 
would not be an insurer but held to the 
liability of bailee for hire; that is to say, 
the bank would be obliged to use reasonable 
care in the preservation of such property. 
If it used such care and the fire occurred 
without its fault or negligence there would 
be no liability. 

A bank retains cancelled notes and checks 
as evidence of their payment and of its 
right to charge its customer’s account with 
their amount until the account is settled 
between bank and customer. Where this 
evidence is destroyed it is possible a case 
might arise where the bank would be jeopar- 
dized in proving the payment of a particular 
note or check where the depositor denied 
such payment. Of course, the bank would 
have its book entries to show that the 
amount was charged to the customer’s ac- 
count. Such a dispute by a customer as 
to the fact of payment of a particular check 
or note would probably only happen in the 
case of a dishonest customer and the risk 
from this cause is doubtless negligible. 

Aside from this I see no reason for con- 
cern unless the fire was due to the fault 
or negligence of the bank. Then if depri- 
vation of the cancelled notes and checks 
resulted in damage to the customer in any 
way the bank might be liable therefor. 


Check Payable to Corporation 


HERE a check is made payable to a 

corporation and the drawee takes up 
same by delivering its own check, made 
payable to the corporation, to an agent who 
is not authorized to indorse or receive pay- 
ment and the agent negotiates the check by 
indorsing the name of the payee without 
authority, a bank purchasing the check from 
the agent upon the unauthorised indorsement 
of the payee’s name is the loser. 


From Iowa: A customer gives an agent a check 
payable to the corporation which he represents; the 
agent purchased a draft at the bank on which the 
check was drawn, payable to the corporation, and 
afterwards cashed the draft at a foreign bank, in- 
dorsing same as agent for the corporation. It 
afterward developed that he is not an authorized 
agent for the corporation. In_ your opinion, who 
is responsible for the amount of the original check, 
and had the bank issuing the draft any right to 
do so? Did the bank incur any liability in giving 
draft for the check? 


Where a check is payable to A and is 
presented by a stranger and the drawee de- 
livers to the stranger a check payable to A 
in an attempt to throw upon whoever cashes 
the check, the burden of identifying A and 
verifying the genuineness of his indorse- 
ment, the few courts which have passed 
upon the question are divided whether the 
bank issuing the check is liable in the event 
it has been cashed for a person other than 
the real A. See Paton’s Digest Paragraphs 
2318-2318a and cases cited. 

In the case you submit, a check is payable 
to a corporation and is presented by an 
agent who is not authorized to indorse or 
receive payment. The drawee delivers to 
the agent a check payable to the corpora- 
tion which the agent negotiates by indorsing 
the name of the payee without authority. 

In those cases which hold the drawer 


liable, the chief ground for so holding (aside 
from negligence creating an estoppel) is 
that the drawer who delivers the check be- 
lieves that the individual to whom delivered 
is the payee and intends that he shall in- 
dorse and receive payment. But in the case 
of a corporation-payee, the same reasoning 
would hardly apply. The bank knows that 
the individual to whom it delivers the check 
is not the payee and it is simply exchanging 
for its depositor’s check payable to the cor- 
poration its own check payable to the cor- 
poration and placing it in the hands of the 
same person that holds its depositor’s check. 
Under such circumstances, I am inclined to 
think it would be held the bank issuing the 
check would not be liable but that the bank 
cashing the check upon the agent’s unau- 
thorized indorsement of the corporation’s 
name, would be the loser. 


Service Charge for Returned 
Checks 


HERE there is a clearing house rule 

or custom to make a service charge 
for returned checks because of insufficient 
funds a customer would have no ground of 
action against the bank for its refusal to 
pay a check against the account which would 
have been good but for such charge. 


From Virginia: It has come to my attention that 
in a great many cities in which Clearing House 
Associations are operating a rule has been adopted 
by which a service charge is made for the return 
of checks drawn on members on account of in- 
sufficient funds at the time of presentation. 

I have searched Paton’s ‘‘Digest” carefully and 
find that in Section 1408 you give an expression 
of your opinion in regard to this matter, in which 
you quote from certain authorities, stating that a 
charge of the above mentioned character would 
not be in violation of either the Clayton or Sherman 
laws; however, you do not state whether in your 
opinion the drawer of such a check would have 
a right of action against a bank making such a 
charge against his account. 

Are we to understand that if it could be proved 
that a customer of the bank had knowledge of the 
custom of banking institutions to make such a 
charge, in the event it was made, he would have 
a right of action for damages against the bank 
in the case such a charge was made against his 
account and at a subsequent date his check was 
returned on account of insufficient funds, due to 
the accumulation of such charges? 


You ask whether, where there is a clear- 
ing house rule or custom of which a cus- 
tomer has knowledge, to make a service 
charge for the return of checks because of 
insufficient: funds the customer would have 
a right of action for damages for refusal 
to pay a check because of insufficient funds 
due to the accumulation of such charges. 

In my opinion, while a bank could not 
make such charge without the knowledge 
and consent of its customer as it would vary 
the contract of deposit without his consent 
and would be liable for dishonoring a check 
which would be good but for such charge, 
yet where there is a clearing house rule or 
agreement known to the customer, I think 
the bank would be fully justified in deplet- 
ing the account by such charges and that 
the customer would have no ground of ac- 
tion. In other words, the clearing house 
rule or custom would enter into the contract 
of the depositor and be binding upon him. 

You will see in the Digest, No. 4464, a 
form of general agreement on signature card 
covering charges for small accounts and 
dishonored checks which has been recom- 
mended to protect banks in such cases. 


Pencil Signatures and Indorse- 
ments on Checks 


HILE a lead pencil signature is lega 

it is so readily altered that the practice 
of drawing and paying checks written anc 
signed in pencil should be discountenanced 
Banks should also insist on indorsements in 
ink as distinguished from lead pencil. 


_From New York: There has been considerable 
discussion locally on the question of pencil signa 
tures and pencil endorsements on checks. 

We are particularly anxious to get your opinion 
on the advisability of paying checks of any amount 
drawn and signed in pencil. We are also anxious 
to have your opinion on the advisability of accept- 
ing pencil endorsements on customers’ checks, either 
for deposit or for cash. 

Will you also tell us if in your opinion an in- 
delible pencil signature would alter your opinion 
on the above question? 


I think it is extremely inadvisable to pay 
a check drawn and signed in pencil. While 
a lead pencil signature is legal, it is so 
readily altered that the practice of drawing 
and paying checks so written should be dis- 
countenanced. A little over a year ago a 
case was decided in Texas where a check 
was drawn in lead pencil for $5 and raised 
to $500 by the payee who ébtained $500 
from the bank. While the jury found the 
drawer was negligent the court nevertheless 
held that the bank could not charge the 
account as the negligence of the drawer was 
not the proximate cause of the loss. You 
will see this case referred to and a full 
discussion of the subject of raised and al- 
tered lead pencil checks in Paton’s Digest, 
Nos. 338a, 339a, and 342a. 

I think the banks should stand together 
and refuse to honor such checks and notify 
their customers to that effect. In this way 
the practice could be stopped. So long as 
it continues the ease of alteration opens the 
way to fraud and loss. 

You also ask as to the advisability of 
accepting pencil indorsements on checks re- 
ceived on deposit or cashed. There is prob- 
ably not the same danger in the case of lead 
pencil indorsements of genuine checks; at 
the same time I think the bank should insist 
on indorsement in ink wherever possible. 
A lead pencil indorsement is legal and valid. 
See cases cited in the Digest, No. 342a. 

An indelible pencil is of course different 
from an ordinary lead pencil. Whether it 
can be altered more readily than ink is a 
question for a banker or a hand-writing 
expert more than for a lawyer. 


Indicative of the growth of permanency 
of employment among certain classes of 
workers is a recent payment of supplemen- 
tary compensation made by the General 
Electric Company to employees who had 
been on the pay rolls for five or more years. 
There were no less than 30,780 who came 
within that designation, and the company dis- 
tributed to them on Aug. 2 a total of 
$1,396,000. That sum represents 5 per cent 
of the earnings of these employees for the 
six months ending June 30, 1926. Payment 
was made in cash, corporation bonds or 
other securities, as the employees elected. 


Write for information on the JouRNAL’s 
Group Subscription Plan. 
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ADDING : mLCULATING AND _ BILLING MACHINES 


& Delivered in U. A. 
In Canada $115.00 
Easy terms if desired 


The public was waiting for just 
such an adding machine—light- 
weight, sturdy, dependable—yet 
low-priced. 


30,000 are already in use— 
convincing proof that an urgent 
need for this type of machine 
existed among manufacturers, 
wholesalers, retailers, professional 
men, secretaries of organizations, 
and even housewives. 


This machine adds up to 
$1,000,000.00; has standard 


Built by 
Burroughs 


Burroughs 
Service 


Public 
Was Waiting for 


Burroughs 


Portable Adding Machine 


visible key-board, and one-hand 
control. It can be easily carried 
wherever required. It is built 
with the same quality and pre- 
cision and backed by the same 
guarantee and service that have 
maintained Burroughs leadership 
for over forty years. 


The price is only $100 — $10 
down, with balance in easy 
payments. Mail the coupon 
today for a free demonstration 
on your own work. There is no 
obligation. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED 
Officesin All the Principal Cities of the World 


Mail This 
Coupon Today 


Burroughs Adding Machine Co. 
1837 Second Boulevard, 

Detroit, Mic’sigan. 

Without obligation I would like to have 

a free demonstration of the Burroug! 
Portable Adding Machine. 

Ci 


ADDING BOOKKEEPING : CALCULATING BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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Out West—Where the Fun Begins 


By W. R. MOREHOUSE 


Vice President, Security Trust & Savings Bank 


UT where the fun begins—out West 
where the bankers of eight cities on the 
Pacific Coast are waiting to take you on 
sightseeing trips about Spokane, Seattle, 
Portland, San Francisco, Oakland, Salt 
Lake City, San Diego and Los Angeles. 
Come early and stay late, for never be- 
fore have there been so many attractions of- 
fered. This is the year for that westward 
trip. 


A‘ Los Angeles, the convention city, an 
elaborate program of entertainment 
has been provided. 

Sunday, Oct. 3—Touring is the order of 
the day. Miles, yes, hundteds of miles of 
paved boulevards, some through orange 
groves, others over the mountains and down 
through the fertile valleys, and still others 
skirting the blue Pacific, will be traversed. 

Monday, Oct. 4—Reception, tea and fash- 
ion show for visiting ladies A wonderful 
show—such as will dazzle the eye and make 
poor the pocketbook. 

Oct. 6—Lawn party, at the Los Angeles 
Country Club, one of the garden spots in 
all the West. 

Oct. 7—Spanish barbecue in true western 
style under the close supervision of Don 
Romero, the king of them all when it comes 
to a barbecue. 

Oct. 7—After the barbecue a visit will be 
made to the motion-picture studios of Holly- 
wood, where open house has been declared 
for the entertainment, pleasure and informa- 
tion of visiting bankers artd their families. 
This is truly a great opportunity to view 
motion pictures in the making and to see 
favorite stars in action before the dazzling 


Motley H. Flint, Chairman Catalina 
Day and Automobile Convention 
Committee 


lights and cameras. A _ royal treat—don't 
miss it. 

Oct. 7—In the evening a grand ball will 
be held in one of America’s finest auditor- 
iums, the new Shrine auditorium just com- 


pleted at a cost of $3,000,000. 


Ladies 
Committee 


W. M. Garland, Chairman 
Entertainment Convention 


Oct. 8—A fifty-mile ocean trip on a pa- 
latial steamer to the beautiful island of 
Catalina. Of this trip it has been written, 
“In all the world no trip like this.” Beauti- 
ful submarine gardens beyond description 
are seen on every hand through glass-bottom 
boats. Don’t miss this trip to the magic 
isle, you will regret it if you do. 


NTERSPERSED with these special num- 

bers will be parties, luncheons, dinners 
and golf and other outdoor sports. Golf 
under clear western skies on links so dif- 
ferent that you will want to come early and 
stay late. Fifty golf clubs are keeping open 
house so come prepared to play your favor- 
ite game under the most ideal conditions. 

Of course don’t miss the sessions, for 
they are replete with interesting and in- 
structive numbers, many of them discussions 
of world problems. 

Any information that may be desired con- 
cerning the convention may be obtained by 
writing the general chairman or the chair- 
man of any of the local convention com- 
mittees. 

Their names, titles and addresses follow: 


J. F. Sartori, General Chairman, President Los 
Angeles Clearing House Association, President 
Security Trust & Savings Bank. 

Henry M. Robinson, Vice-Chairman, Vice-Presi- 
dent Los Angeles Clearing House Association, 
President First National Bank. 
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Chairman American. Institute 
Banking Committee, Past President Los Angele 
Chapter, A. I. B., Assistant Cashier Farmers & 
Merchants Natl. Bank. 

Motley H. Flint, Chairman Automobile, Trans 
portation & Catalina Day Committee, Executiy 
Vice President Pacific-Southwest Trust & Saving 
Bank. 

V. H. Rossetti, Chairman Clearing House Se 
tion Committee, Vice President Farmers & Mer 
chants Natl. Bank. 

E. J. Nolan, Chairman Finance and Audit Com 
mittee, President Hellman Commercial Trust 
Savings Bank. 

Ben. R. Meyer, Chairman Fruit and Flower Com 
mittee, President Union Bank & Trust Company. 

W. A. Bonynge, Jr., Chairman Golf Committe« 
Vice President Commercial Natl. Trust & Saving. 
Bank. 

J. H. Ramboz, Chairman Hotel Committee, Vic 
President Merchants National Bank. 

Malcolm Crowe, Chairman Hotel Bulletin Com 
mittee, President The National City Bank of [o- 
Angeles. 

G. G. Greenwood, Chairman Hollywood Movic 
Day Committee, Vice President Hollywood Branc! 
Security Trust & Sav. Bank. 

Wm. Garland, Chairman Ladies 
Committee, W. M. Garland Building. 
Henry M. Robinson, Chairman 
Local Resolutions Committee, President 

tional Bank. 

J. Dabney Day, Chairman National Bank Di 
vision Committee, President Citizens National Bank 

W. R. Morehouse, Chairman Publicity & Pro 
gram Committee, Vice President Security Trust \ 
Savings Bank. 

Leo S. Chandler, Chairman Registration, Info 
mation and Badge Committee, Vice President Cali 
fornia Bank. 

Orra E. Monnette, Chairman Savings Bank Di 
vision Committee, President Bank of America. 

G. E. Bowerman, Chairman State Bank Divisio: 
Committee, Vice President State Bank Division, 
A. B. A., President Fremont County Bank, Sugar 
City, Idaho. 

William R. Hervey, Chairman Trust Company 
Division Committee, Exec. Vice President Pacific- 
Southwest Trust & Sav. Bank. 

F. H. Colburn, Chairman State Secretaries Se 
tion, Secretary California Bankers Association. 

Walter E. Hart, Chairman Administrative Detail 
Committee, Asst. Vice President Hellman Com 
mercial Trust & Savings Bank. 


C. L. Hogan, 


Entertainment 


Reception 
First Na 


G. G. Greenwood, Chairman Motion 
Picture Studio Day Convention Com- 
mittee 
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How can you verify | 


it quickly and silently? 


HE man who knows his check is good is in 

a trying position when a teller questions his 
check. He is certainly uncomfortable, he is prob- 
ably embarrassed he may be irritated beyond 
curing. There have been cases when both bank 
and client have lost business because of the lack 
of speed, and a lack of confidential facilities for 
handling this simple and necessary procedure. 


They cannot always know—but you can make it 
possible for them to find 
out, quickly, silently, and 
with a complete accuracy. 


Avoid the costly publicity 
attendant inaccu- 
rate, slow, and noisy mes- 
sage methods. Guard 
against overdrafts and 
other costly errors. Give 
your clients, and your- 
self, the protection and 
privacv assured by Lam- 
son “Baby” tubes. These 
tubes, but slightly larger 
than the ordinary electric 
conduit, carry the check 
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itself from teller to book-keeper and back again, 
with the speed of thought. The client need not 
see it go or come—those waiting behind him hear 
no sound, see nothing. 


Lamson Baby tubes are easily installed, inexpen- 
sive to own, and _ their 
maintenance costs are 
negligible. They render a 
great and unseen service 
with complete protection, 
precision and privacy. 
Lamson will tell you what an 
installation of Baby Tubes 
will accomplish, show you 
just how it can be installed 
and give you a close approxi- 
mation of its cost, without 
obligating you. Write for 
details. 


THE LAMSON Co. 


Syracuse, N. Y. 


LAMSON “BABY” TUBES 
PNEUMATIC 


When writing to advertisers please mention the American Bankers Association Journal 
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HOW DO YOU KNOW THIS CHECK IS GOOD ? 


The Condition of Business 


General Business Better in July Than Is Customary. Seventy-one 


Leading Industrial Corporations Increased Their Earnings Dur- 
ing the First Six Months of 1926 Over Corresponding Period. 


HE business situation has not shown 
any great change during the past 
month; that is to say, the industries 
that have been enjoying prosperity 

continue to do so, and those that have been 
in a depressed state are still there. Gener- 
ally speaking, production and trade con- 
tinue at a high level, and a tremendous vol- 
ume of business in the aggregate is being 
done. Earnings, as judged by published fig- 
ures and by the verbal statements of lead- 
ing manufacturers and meréhants, compare 
favorably with last year, although in certain 
lines, where conditions are unsatisfactory, 
the profit has been reduced accordingly. 
While complaints as to the state of busi- 
ness are heard frequently, it is not to be 
expected that everyone can make money at 
the same time or in the same degree, for 
such a condition never exists. Modern busi- 
ness is a strenuous race, and there will nec- 
essarily be some participants bringing up 
the rear because of their own lack of or- 
ganization or capital, or else because of cir- 
cumstances beyond their control, such as 
general overproduction in the particular in- 
dustry falling off in demand, decline in 
prices, shift in styles, and failure of their 
debtors. 

July was a somewhat more active month 
for general business than is customary, and 
those people who went away for vacations, 
expecting that there would be little worth- 
while doing in a business way, were sur- 
prised on their return to find that in some 
lines a genuine reversal of the slowing down 
tendency had taken place. The steel indus- 
try received a large volume of new orders 
at slightly better prices, and appears to be 
aiming at a new high record in 1926 both 
as regards production and earnings. 

A compilation of the rst 100 industrial 
corporation reports published during July 
shows that during the first six months of 
1926 there were seventy-one whose net prof- 
its exceeded the corresponding period of 
1925, while twenty-nine were lower. The 
aggregate profits of these 100 corporations 
were $380,809,000 this year compared with 
$297,120,000 Iast vear, a gain of $183,689,000, 
or 28.1 per cent. The bulk of the increase 
was due to the steel companies, whose leader, 
the United States Steel Corporation, reported 
a gain from $43,094,000 to $53,723,000, and 
the automobile concerns, whose leader, the 
General Motors Corporation, reported $50,- 
363,000 and $93,286,000 respectively. Repre- 
sentative railroads and public utilities, which 
are not included in the above tabulation, also 
continue to forge ahead in gross and net 
earnings. 


Agricultural Outlook Fair 


ECAUSE of the important bearing of 
the agricultural crops on general busi- 
ness, the developments in the farming sec- 


Calculations on Post-Harvest Buying: Power of the Farmer. 


tions have been watched closely, and the 
July forecast of the Department of Agri- 
culture was received with much interest. 

Following are the estimates for the 1926 
crops of the ten principal commodities, listed 
in the order of value, together with the 
actual harvest in 1925 and the percentage of 
increase or decrease: 

Crop Production 
000,000 omitted 


1925 1926 % Anc. 

Actual Forecast or Dec. 

Corn, bu. 2,905 2,661 — 8.4 
Cotton, bales 16.09 15.64 — 2.8 
Wheat, bu. 669.4 767.4 +14.6 
Hay, tons 86.70 77.80 —10.3 
Potatoes, bu. 325.9 334.0 + 2.5 
Oats, bu. 1,512 1,334 —11.8 
Tobacco, Ib. 1,365 1,139 —16.6 
Barley, bu. 217.5 191.0 —12.2 
Flaxseed, bu. 22.02 19.89 — 9.7 
Rye, bu. 48.61 39.67 —18.4 
It will be observed that the only two 


crops showing a gain over last year were 
wheat and potatoes, and with both of these 
the 1925 production was considerably poorer 
than the normal over a period of years. A 
simple arithmetical average for the crops 
listed shows a loss of 7.3 per cent as com- 
pared with ‘19235. 

As the price level of farm products is 
somewhat lower than a year ago, the total 
income in 1926 will be considerably less 
than in 1925 unless there is a substantial 
increase in production or prices, or both. 
A calculation of crop value, made by multi- 
plying prospective yield by price, shows for 
corn a value of $2,999,000,000 in 1925 and 
$2,251,000,000 in 1926, a decrease of 24.9 
per cent; wheat, $1,035,000,000 and $1,215,- 
000,000 respectively, increase of 11.8 per 
cent; hay, $1,189,000,000 and $1,078,000,000, 
decrease of 9.2 per cent; potatoes, $595,000,- 
000 and $468,000,000, decrease of 21.4 per 
cent; oats, $583,000,000 and $592,000,000, in- 
crease of 10.2 per cent. 

The cotton crop is given a value of 
$1,706,000,000 and $1,353,000,000, decrease of 
20.6 per cent, and tobacco $285,000,000 and 
$186,000,000, decrease of 34.7 per cent. 
These rough calculations are necessarily only 
tentative and will be subject to considerable 
correction because of price changes and the 
receipt of more accurate data regarding 
yield as the harvest time approaches. Never- 
theless, they indicate that the aggregate 
farm purchasing power will be below that 
of last year, particularly in the southern 
states, where cotton and tobacco are the 
chief money crops, while the wheat raisers 
will fare better, but not up to normal. 


Subsidy for Agricultural 
Products 


N view of the continued widespread dis- 
cussion of the “farmer’s problem” and 
the probability that the Middle West will 
make this one of the outstanding issues in 
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the political campaigns this fall, it is ot 
interest to examine the question of “protec- 
tion for agriculture.” After the failure of 
the McNary bill in the Senate and the 
Haugen bill in the House of Representa- 
tives, it is declared that at the December 
Congress similar measures will be intro 
duced, sponsored by other men in order to 
get away from the prejudice of the McNary- 
Haugen name, but having identical aims, 
namely, government subsidy or tariff pro 
tection, 

As to a government subsidy, there appears 
to be little support by the public at large 
for any such undertaking. On the contrary, 
there seems to be a growing disposition to 
let agriculture, the other industries, and the 
railroads work out their own _ problems. 
Some lines that in the past have been 
favored with government participation in 
their affairs have learned that it does more 
harm than good in the long run, and now 
they are happy if only they are let alone. 

Agricultural products—most of all, com- 
modities—are subject to production and de- 
mand the world over, and their prices 
fluctuate accordingly. If there is an ex- 
cessive production of any crop, the price 
declines, which automatically tends to work 
its own remedy by checking production. If 
the government offers to purchase the excess 
in order to maintain prices, it will only 
encourage further planting. The farmer 
must regulate his output to conform to pub- 
lic demand, the same as would any other 
business man. As for any agricultural sub- 
sidy, it would be just as logical for an auto- 
mobile manufacturer to say to Congress that 
he had produced more cars than could be 
sold, and desired the government to take 
the excess so that the price would be held 
up and he could continue operating at a 
high rate. 

There is another angle to the subsidy pro- 
posal that will be brought out to anyone 
who talks it over with farmers in the East. 
In upper New York State, for example, 
where dairying is the chief activity, the 
farmers point out that they buy large quan- 
tities ‘of grain from the Middle West for 
feeding purposes. If the government should 
arrange a subsidy for the grain growers, 
it would increase the cost of every bushel 
of grain they purchase and thus decrease 
their own profits. Or would the next step 
be for the government to establish a sub- 
sidy for the milk they send to the cities? 
If it is fair for one product, why not for 
all? 

If the price of grain were thus increased 
by artificial means, there is no doubt but 
that the farmers in the New England and 
east-central states would turn to raising 
more of their own feed requirements in- 
stead of being content to buy it from the 

(Continued on page 114) 
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A SERIES ON COMMERCIAL PAPER 


Your Secondary Reserve 


Prime commercial paper—by its record over a long period of 
years—has proved to be a strong secondary reserve and an 
almost ideal form of investment for temporary surplus funds. 


It possesses the characteristics most desired—safety, con- 
venient maturity, liquidity, and a satisfactory rate of return. 
Such paper is based upon the financial stability of successful, 
established corporations, whose high credit rating is well- 
known. Furthermore, the recommendation of experienced, 
responsible investment bankers gives additional assurance 
that it has passed the most rigid tests of safety. The date of 
maturity of the paper is selected by the bank and the question 
of renewal is not present as it is in many local loans. When 
it becomes desirable, the paper may be rediscounted at the 
Federal Reserve Bank, making it as good as cash. The inter- 
est return, it will be found, over a period averages above that 
available from call money and high-grade short-term bonds. 


Conservative bankers, therefore, regard commercial paper as 
a first-class secondary reserve and follow the sound banking 
practice of always carrying a definite amount in suitable ma- 
turities. 


For over thirty years, A. G. Becker & Co. have specialized in 
supplying banks in all parts of the country with commercial 
paper. With a national organization and special facilities to 
meet the needs of banks, we welcome the opportunity to be 
of service to you. Inquiries are invited. 


A. G. Becker & Co. 


137 So. LaSalle Street 54 Pine Street 
Chicago New York 


ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 
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Safe Deposit Business Problems 


By EDWARD J. PHELPS 


President, Northern Trust Safe Deposit Company, Chicago 


OW many banks operate safe de- 

posit vaults in the United States? 

How many safe deposit com- 

panies are there which, while in- 

corporated separately, are subsidiary com- 
panies of some bank or trust company ? 

How many safe deposit companies have 
no association whatever with any bank or 
trust company? 

How warehouse 
safe deposit boxes? 

How many real estate firms and kindred 
organizations rent a few safe deposit boxes 
as an adjunct to their main business ? 

How many safe deposit boxes are there 
at present in the United States? 

How many of them are rented and how 
many unrented? 

There is no accurate answer to all of 
these questions. One reason is that the sec- 
retaries of state safe deposit associations 
sometimes encounter the following situation: 
A questionnaire will be sent to everyone 
who is engaged in any way in the business. 
Two of the questions will be: “How many 
safe deposit boxes have you _ installed?” 
“Of these, how many are rented?” The 
reply will come back: “This is information 
that we do not give to anyone.” 


companies rent 


The principal question now confronting 


safe deposit managers is the matter of 
“rates.” There is no difference of opinion 
with regard to the proposition that the finan- 
cial return to those engaged in the safe 
deposit business at present ,is altogether in- 
commensurate with the enurmous risks nec- 
essarily attendant upon the conduct of the 
business. 


T the New York Safe Deposit Conven- 
tion, held last May, a paper was read 
by a well-known safe deposit man who be- 
lieves the solution of the problem of rates 
is the introduction of a $3 box, of the usual 
length and the usual width of a small box, 
but only one inch high. His theory is that 
the business itself can be made more profit- 
able through more volume. <A few safe 
deposit men seem to have been favorably 
influenced by that viewpoint, but the ma- 
jority of the best informed managers are 
not convinced. The managers who look 
with favor upon his solution are in great 
measure connected with financial institutions 
which have a large savings department busi- 
ness. 

Is it possible to standardize rates for safe 
deposit boxes in the United States? Can 
the standardization be placed on a_ higher 
plane? 

Conditions are very different in different 
localities. In Chicago, for instance, we 
could raise the rates if all of us would 
agree, but we know that a large percentage 
of the deposit companies will not agree. 
The trouble is that the larger institutions 
are furnishing to their clients security and 
service to such a high degree that the only 
way in which the smaller organizations can 


compete is to undersell the larger; and in 
this respect the smaller ones are measurably 
successful, because the public mind seems to 
be influenced more by considerations of cost 
and convenience than by those of security 
and service. 

Convenience is a very large factor. <A 
man will rent a safe deposit box near his 
home, near his office, or near his bank. But 
in too few instances does he regard the 
physical safety. 

But there are some things which bank- 
ers can do and should do. For instance, a 
large trust company in an eastern city se- 
cures every once in so often from its safe 
deposit department a list of all the safe 
deposit customers who have boxes of over 
a certain size. Then solicitors are sent to 
these men and women—and sent repeatedly 
—to induce them to give up their safe de- 
posit boxes and take their securities to the 
trust department, which will accept them 
either as custodian or fiscal agent. Safe 
deposit men should not repine over that. 
If a customer gives up a $50 box and pays 
the trust department $500 annually to act 
as his fiscal agent. The bank gains $450 
annually by the transaction, but the directors 
of the bank, in deciding whether the safe 
deposit department is or is not a paying 
proposition, as a rule take no cognizance of 
the business which the safe deposit depart- 
ment has contributed by feeding all of its 
departments. 


NOTHER bank has a safe keeping de- 
partment, where it takes, for nothing, 
stocks, bonds, insurance policies, abstracts, 
jewelry, wills, title deed and almost every- 
thing ordinarily kept in a safe deposit box. 
The especial safe keeping department which 
I have in mind is competing. directly with 
the deposit vault, and it is competing with 
the trust department in the latter’s capacity 
as custodian and fiscal agent. 

The trouble with most of our safe keep- 
ing departments in large institutions is that 
they have gone clear beyond their original 
function. When they were formed, the idea 
was that if-a man wanted his bank to care 
for his stocks and bonds for thirty or sixty 
or ninety days, because he was going away, 
it was all right to do so. Competition, how- 
ever, has so grown that each bank has been 
going a little further until we have a dis- 
tressing situation with which to deal. It is 
gratifying to know that bankers in many 
of our large cities are considering this mat- 
ter thoughtfully. The answer is for the safe 
keeping department not only to make a 
charge for service, but also to limit its 
functions. 

The attitude of the large trust companies, 
in the development of “the living trust,” un- 
doubtedly affects the safe deposit depart- 
ment injuriously. A letter from the man- 
ager of the safe deposit vault of a large city 
in the Central West says: “Regarding the 
effect that ‘the living trust’ plan is having 
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on the safe deposit business, I believe I am 
correct in saying that, in almost all cases, 
those theretofore having large boxes rented 
have given them up and placed their se- 
curities with the estates department.” How 
would the trust company know who wer 
good prospects for “living trusts” unless it 
got much of its information originally from 
the files of the safe deposit department ? 

What has been the general experience oi 
banks in the operation of deposit 
vaults? Is the service performed at a loss 
generally, or is it a profitable adjunct? 

The safe deposit vault is a profitable ad 
junct to a bank if its enormous value to 
the bank as a feeder for other departments 
is taken into account. Moreover, there are 
many safe deposit departments of large 
banks which are profitable adjuncts, even 
leaving out the value of the vault as a 
feeder. Whether they are profitable or not 
depends somewhat upon the bank, upon its 
officers, and more particularly upon the 
manager of the vault. If the bank pays 
enough to secure the right kind of a man- 
ager, it need not worry in the long run 
about the receipts or disbursements. The 
right kind of a manager will produce fig- 
ures that will show on the right side. The 
salaries paid by many banks to heads oi 
their safe deposit adjuncts, especially in the 
smaller banks, are confessedly inadequate. 
The bankers should stop hiring untrained 
men of limited capacity to manage their safe 
deposit vaults. 

Has it been found that there is a popular 
demand for a definite percentage of a mini- 
mum size or large size boxes, so that a bank, 
building a vault, should keep certain defi- 
nite ratios in mind? 


sate 


N our large cities safe deposit business 

has spread out over the outlying districts. 
An element thus has been introduced which 
must be reckoned with. The principal rea- 
son for the surrender of boxes in the busi- 
ness centers of large cities has been that 
people are going to the outlying vaults out 
of consideration of convenience and cost. 
In designing the number of boxes of each 
size to be put into a new vault now, only 
certain general lines can be followed, and 
the best method will be to install originally 
only a comparatively small number of boxes 
and add at reasonably frequent intervals 
those that are needed as occasion demands. 

What are the best forms of advertising ? 
Personal solicitation by the officers and em- 
ployees among the bank’s own customers 
has proved to be, far and away, the most 
successful method of securing new business. 

The bank which is able, first, to turn its 
whole staff (from the president, the direc- 
tors and the officers down through the whole 
organization) into an enthusiastic sales force, 
exerting every day a willing, loyal sales 
ability and developing within itself the sales 
idea will be the bank, as a rule, which will 
rent most boxes. 
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GREETINGS! 


To the American Bankers 
Association 


Learn the joys of a Fall vacation 
in the metropolis of the Southwest, 
during the coming convention. 


And Further— 


See how industry, agriculture, 
shipping and consistent good busi- 
ness have made Los Angeles a 
“City of Balanced Prosperity.” 


A. G. Arnoll 


Secretary and General Manager, 
Los Angeles Chamber of Commerce 
Los Angeles, California 
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By GEORGE A. BANGS 


While the Chief Cause of the Wholesale Suspensions Was De- 


The North Dakota Bank Failures 


flation in Values, There Were Conditions, the Development of 
Independent Causes, which made Them More Disastrous. Too 


HE obvious cause for wholesale 
bank failures in North Dakota was 
the frozen assets, consisting of un- 
collectable loans and discounts and 
the large amount tied up in banking house, 
furniture and fixtures, and other real estate. 

But these are merely the outward mani- 
festations of the real trouble, and the in- 
teresting question is what were the causes 
which produced the accumulation of these 
frozen or unliquid assets in the banks during 
this period? 

Beyond controversy, the chief cause was 
the deflation in values, which began during 
the summer of 1920 and which within the 
next three years reduced such values at 
least 50 per cent, bringing financial distress 
to the agricultural interests and to all activi- 
ties and businesses dependent thereon. 


Why Deflation Was Severe 


UT before considering the deflation it- 

self, it would be wise, perhaps, to ex- 
amine the conditions then existing and which 
were the development of entirely independ- 
ent causes, without which the results of the 
deflation, though doubtless severe, would not 
have been so disastrous. 

The stockholders of the banks—both those 
which closed their doors and those which 
were able to continue business—as a class 
are entitled to sincere commendation; time 
and again they came to the rescue in amounts 
of money far beyond their legal liability 
and so great, not infrequently, as to cause 
their own ruin. 

North Dakota is a new and as yet a par- 
tially developed state. The great influx of 
settlers came in the early eighties, and it 
was these men, coming into the territory 
practically penniless—some of them from 
foreign countries—who had developed the 
state and here acquired their fortunes. 

There was no wealth in the state inherited 
from prior generations; there was no ac- 
cumulation of wealth in the form of money 
or bonds or stocks. The wealth of the state 
as reported by its tax rolls, while impres- 
sive in amount, was not in a liquid form 
such as is the wealth in industrial commu- 
nities or, indeed, in communities where for 
generations agriculture has been able to 
accumulate fortunes, more or less modest, 
handed down from one generation to an- 
other. 

The bulk of the stockholders of the aver- 
age bank thus had their own wealth tied up 
in unliquid property, and, obviously, when 
the hour of trial came, they could contribute 
wealth only in the form in which it had 
been accumulated by them. In the great 


majority of cases, they were able to give 


Many Banks With Small Capital, or Tied Up in Real Estate. 


Frozen Assets 


pis is a story of catas- 

trophe in North Dakota, 
where more than one-third 
of the state banks failed 
during the memorable post- 
war depression. 


In June, 
1922, the North Dakota 
banks’ bills payable were 
2Y, times their capital. Their 
loans and discounts were 
121 per cent of their de- 
posits. This article tells 
how the wholesale failure 
of the banks was brought 
about, of how their assets 
became frozen and how they 
collapsed. 


to the banks only property of the same 
character as that which was already making 
the bank top-heavy, though occasionally in 
the earlier days some were able to mort- 
gage their lands and turn the proceeds 
thereof into the bank, but in this connec- 
tion it will be recalled that before the de- 
flation had progressed far it became impossi- 
ble to borrow money either on lands or 
other property. 


Small Bank Capitalization 
UTSIDE of Fargo, Grand Forks, and 


other similar larger banking centers, 
the average capital of the country banks ap- 
proximated $12,000 to $13,000, an amount 
certainly as small as is consistent with en- 
tire safety. Of this amount, by May, 1920, 
there was tied up in banking house, furni- 
ture and fixtures, and other real estate 
more than $6,000,000, or more than 60 per 
cent of the amount of the capital. In the 
closed banks the same item approximated 
$4,800,000, or 115 per cent of the capital. 
In other words, the good institutions had 
60 per cent of the capital absorbed by real 
estate, and the closed institutions not only 
had all of the capital so absorbed, but seri- 
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ous encroachment had been made upon the 
deposits. 

In September, 1922, the payables aggre- 
gated $26,659,387, or 225 per cent of the 
capital. 

The average throughout the United States 
is about one bank for each 4000 people. 
At high-water mark in North Dakota there 
were 723 banks and trust companies to a 
population of 646,000. 

Assuming the normal average of one 
bread winner to each five inhabitants, there 
was one bank for every 160 bread winners; 
in other words, each group of 160 men or 
women of earning capacity was required to 
support one bank if the banking business 
was to be prosperous; obviously, this was 
impossible. 


Evil of Excessive Competition 


competition necessarily re- 
sulted in a struggle for existence and 
brought a host of evils, among which might 
be mentioned excessive extension of iil- 
advised credit, for this was a natural, almost 
necessary, result. In order to live, the 
money (then unduly plentiful as a result 
of the war inflation) was loaned at high 
rates to produce an income sufficient to pay 
expenses and dividends; high rates neces- 
sarily presuppose greater risk; credit was 
extended to persons not entitled thereto or 
entitled to but a portion thereof; the bank 
officers were afraid of offending clients 
through refusal of credit, lest business might 
escape them. 

Property statements were omitted or ig- 
nored; mortgages were not renewed; se- 
curity, both chattel and real, went unin- 
spected; prior liens were overlooked and, 
not infrequently, the banker invaded for- 
eign territory to augment the volume of his 
business, thereby inviting disaster. 

The result was that the money loaned 
could not be collected when needed. 

In the struggle for deposits the country 
banker sought deposits from sources most 
dangerous. Money from other states was 
solicited and obtained in large sums _ by 
offering high rates, coupled with assurances 
based upon the guaranty fund law. It was 
at one time estimated that 50 per cent oi 
the North Dakota time certificates of de- 
posit represented money of this character. 

In September, 1920, the time certificates 
of deposit aggregated $78,020,681 and were 
reduced to $67,213,826 by Dec. 29 (about 
ninety business days), or a loss of almost 
$11,000,000. By February, 1921, just seven 
weeks later, the time certificates of deposit 
had been reduced to $63,914,679, a further 
loss of $3,299,146. The total loss from 
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This photograph shows a 
girl at work, posting with 
the “Y and E’” Commer- 
cial Bookkeeper’s Desk. 
The top drawer contains 
the patented “Y and E” 
check sorter with 21 
check compartments. 
Other drawers may be 
used for filing signature 
cards, checks or other 
material. 


Patented Windproof 
Check Sorter 


Signature Card Filing 
Check Filing Trays 


Closed and Filled 
Ledger and State- 
ment Rack 


Sliding Desk Top 


This new desk will save 
time and space in your bank 


HIS new “Y and E” Commercial Book- 

keeper’s Desk is designed especially for 

use with mechanical accounting systems 
in banks. 


In the space usually occupied by the folding 
leaf of a bookkeeping machine, this desk pro- 
vides a wind-proof check and deposit slip 
sorter, a signature card file, a check file, and 


extra space for stationery storage. 
‘ ‘i keeper’s Desks in Liberty Bank, 
The new: desk is of steel throughout, finished Buffalo, N.Y. 


in olive green and trimmed with bronze. The 
top is covered with durable green linoleum and 
is provided with a guard rail at back and sides 
to prevent papers from being blown off or 
brushed off. 


The front, top, bottom and back are of “Y and 
E” fire-wall construction—steel plus asbestos. 


Write for complete circular describing this 
desk, together with our new “Y and E” book “Y and E” Bookkeeper’s Desks 
in Ardmore National Bank, 


of office equipment. Philadelphia, Pa. 


YAWMAN 4»> FRBE MFG.(0. 


Please send me a free copy of the 


985 JAY STREET ROCHESTER, N. Y. | “Y and E” book. 


STEEL AND WOOD FILING CABINETS — STEEL 
SHELVING — DESKS — SAFES— OFFICE SYSTEMS 
AND SUPPLIES—BANK AND LIBRARY EQUIPMENT 


When writing to advertisers please mention the American Bankers Association Journal 
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Sept. 8, 1920, to the following Feb. 21 was 
more than $14,000,000. From Sept. 6, 1921, 
to the end of the year the loss in time cer- 
tificates of deposit was $6,057,496 out of an 
aggregate of $62,126,239. 

It is safe to assume that the greater 
amount of these enormous reductions in 
time certificates of deposit represented out- 
side money thus brought into the state, with 
respect to which observations will be later 
made from another viewpoint. 


Outside Business Enterprises 


N the rush for business and profits to 

pay dividends and high interest rates, the 
banker often was forced into a partnership, 
more or less silent, in various business en- 
terprises of the community; not infrequently 
he was interested in the automobile busi- 
ness, advancing money to the local dealer 
and carrying purchase price notes in sums 
entirely disproportionate to his credit or the 
prospects of success, and with security en- 
tirely inadequate; insurance premium notes 
were discounted, and a variety of such en- 
terprises thus became a source of danger to 
the bank; it was not legitimate banking 
business, but was the legitimate fruit of 
excessive competition. 

The ordinary citizen pictures a bank as 
an unfailing source of large and easy 
profits; nothing, however, is further from 
the true picture. Beyond question, the ordi- 
nary banker during the period of inflation, 
and perhaps for a short time prior thereto, 
reaped unusual profits, precisely the same 
as did practically all business men, includ- 
ing the farmers. As a reasonable, sane and 
prudent business, however, there are no 
excessive profits in the ordinary, everyday 
country bank; rather the reverse is true. 

And whatever may have been true prior 
to deflation days, beyond all question the 
legitimate profits of the ordinary country 
bank are seriously impaired by a variety of 
causes. 

By the Act of July 17, 1916, Congress 
embarked the Federal government in the 
farm-loan business. Prior thereto the mak- 
ing of first mortgage loans was a source 
of considerable profit to the country bank, 
which supplied many of the large life in- 
surance companies and other institutions 
with investments of this character; there 
was scarcely a country bank which did not 
have a number of wealthy clients to whom 
it sold its farm loans. 

In 1919 the state also engaged in the 
business through the organization of the 
Bank of North Dakota. These two agen- 
cies practically monopolized the. farm loan 
business to the serious impairment of the 
profits of the country banks. 

The revenue derived by the banks from 
the commission on hail insurance premiums 
was practically destroyed when the state 
entered the business under the 1918 consti- 
tutional amendments, and about the same 
time there was a further diminution of its 
revenues because of the entering by the 
state into the business of fire, fidelity and 
other forms of insurance, all. of which 
tended to diminish the legitimate income of 
the bank. 


The Federal Reserve System, provided 


by Act of Congress, Dec. 23, 1913, prac- 
tically abolished all revenues derived from 
exchange; prior thereto this formed a mate- 


rial source of revenue, and thereafter it was 
merely an item of expense without re- 
muneration. 


The Many Taxes 


HE bank has always been a favorite 

target for the political agitator and the 
tax collector, the fruit whereof was gar- 
nered in discriminatory tax laws productive 
of heavy burdens and much litigation. 

Surplus and undivided profits of banks 
were taxed, the direct influence of which is 
adverse to sound banking in that it dis- 
courages the accumulation of surplus and 
encourages the dissipation thereof in divi- 
dends. 

In addition to the stock tax we have the 
Federal income tax, the state income tax, 
the tax on personal and real property which, 
as the other real estate increased, became 
highly burdensome, and .for .trimmings 
have the workmen’s compensation, guar- 
anty fund, revenue stamps, and other sim- 
ilar impositions. 

It is no part of the business of the ordi- 
nary commercial bank to loan money for 
capital purposes, but it is not extraordinary 
that in the development of a comparatively 
new country, as was North Dakota, where 
real estate values particularly were con- 
stantly increasing, the distinction between 
capital loans and legitimate banking loans 
‘was not strictly drawn or enforced. A 
man’s borrowing power was rated chiefly 
upon his equity in farm lands, stock, etc., 
over and above incumbrances, rather than 
upon his income producing~ power and loans 
were made for the purpose of purchasing 
lands, construction of barns and other build- 
ings which, in the very nature of things, 
could not be paid out of current income. 
They were capital loans which could be 
paid for only after the lapse of consider- 
able lengths of time; they were decidedly 
not liquid in their nature, and when defla- 
tion came they added to the difficulties of 
the bank; they were frozen assets, no mat- 
ter how conservatively they may have been 
originally made. 


Inexperienced Bankers 


S a usual rule, the stockholders and di- 
rectors of the bank were business men 
and farmers of the community without any 
prior experience in banking. They had ac- 
quired fortunes, more or less modest, in 
their own particular lines, and had no bank- 
ing experience other than as depositors or 
borrowers. They were selected entirely with 
a view to such credit in the community as 
their names might lend to the bank. 

Directors thus selected were not expected 
to and did not give to the bank even such 
kowledge and experience as they might have 
possessed. Directors met only when re- 
quired by law, and sometimes such meetings 
were in form only. 

Had the directors been active, had dis- 
count committees actually functioned, and 
had the directors personally investigated and 
supervised the credits, there is little doubt 
that many of the errors and abuses of over- 
extended credit would have been detected 
and either limited or guarded against. 

With the rapid increase in the number 
of banks it was inevitable that inexperi- 
enced, inefficient and perhaps negligent ad- 


ministrative officers should be employed, 
Young men without any prior expericnce 
were not infrequently in sole and uncon- 
trolled power. 


Guaranty Laws Hurt 


HATEVER may be the _ individual 

opinions touching the advisability of 
the guaranty fund law, there is little or no 
division of opinion touching its effect upon 
the banks during the past five or six years, 
This effect was detrimentally manifest in at 
least three ways. 

The expense to a bank with $150,000 of 
deposits was from $300 to $400 per year— 
some thing more than $25 per month; un- 
der any circumstances this was a material 
sum, but with the abolishing of many of 
the sources of income this additional ex- 
pense was burdensome. 

Unstable deposits were obtained from 
other states in the belief that they were 
insured. When radicalism appeared to 
dominate, and the state embarked in busi- 
ness enterprises, private capital promptly 
took alarm, and these unstable deposits were 
at once withdrawn at an inopportune time, 
thus adding to the natural and normal with- 
drawals, in themselves sufficiently heavy. 

The morale of the depositors was addi- 
tionally impaired by the failure of the 
guaranty fund law; the bank failures alone 
were sufficient to intimidate depositors, but 
when there was added thereto the dis- 
quietude occasioned by the failure of a pat- 
ent nostrum so highly recommended as the 
guaranty fund law, disquietude became 
panic, and beyond controversy the guaranty 
fund law in this respect had most evil 
results. 

The income tax laws did their bit toward 
the final result after this fashion: 

Whether or not the local time deposits 
are the accumulations and savings of thrift 
and industry, and not the investment of the 
surplus of large incomes, there can be no 
doubt as to the character of the deposits, 
in enormous amounts, which came upon 
solicitation from other states; such deposits 
were made by men of large income who 
were enabled to look over an extended field 
for remunerative investments, and who were 
in a position to shift the location of such 
investments to suit changing conditions. 

When the higher bracket income tax be- 
came operative upon outside investors who 
had carried money in North Dakota banks, 
they promptly withdrew such deposits to 
make investments yielding a higher rate or 
in tax-exempt securities. 

This fact, with the added fact of fear 
of dominant and militant radicalism in the 
state, was a most potent factor in causing 
large withdrawals during the autumn months 
of 1920, 1921 and 1922, until all of this for- 
eign money had been taken out so far as 
was possible. 


The Government Competition 
OVERNMENTAL competition was 


alone needed to add to the unhealthy 
condition, and this was furnished by the 
Postal Savings law, which made use of the 
government post offices as banks of deposit 
in competition with the state and national 
banking systems. These governmental com- 
(Continued on page 117) 
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ATWATER KENT 
RADIO 


Giving them what they want 


We have been talking with a good many radio re- 
tailers, and what they want boils down to this: 


In the Manufacturer—stability and sound principles 
clearly stated and consistently adhered to. 


In the Product—dependable merchandise which 
they can sell with the knowledge that their profit 
will not be eaten up by service costs. 

As the majority of the better dealers are very glad 


to handle Atwater Kent Radio, it seems fair to say 
we have given them what they want. 


Confidence of dealers has helped greatly in putting 
this business on a permanent basis. 


Atwater Kenr ManuracturinG Co., 4808 Wissahickon Ave., Philadelphia, Pa. 
A. Atwater Kent, President 


When writing to advertisers please mention the American Bankers Association Journal 
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Wheat Cleans Up the Note Case 


By C. M. HARGER 


Bountiful Yields Enable the Country Bankers to Clean Up the 


Note Case. 


Acreage Turns to Wheat. 


Despite Appeals for Diversified Farming, More 
Machinery Does Work Cheaper 


Than the Hindoo Coolie. Raising Wheat for 50 Cents a Bushel. 


OUR states produced more than half 

the winter wheat of the nation 

this year. Kansas, with 150,000,000 

bushels, Oklahoma, with 70,000,000 
bushels, and Texas, with 32,000,000 bushels, 
doubled their yields of 1925, and Nebraska, 
with 34,000,000 bushels has approximately 
its former yield. At prices prevailing late 
in July this meant over $350,000,000 in new 
wealth poured into the wheat belt—the 
section where wheat is a premier crop and 
where prosperity depends largely upon its 
output and price. 

The progress of the banks of the wheat 
country fluctuates with the vacillation of the 
product, for the money that comes to the 
producer is the one large unit of income in 
the year. Corn, dairy products and _ live- 
stock scatter their return through the 
seasons; wheat is potential credit the day 
the grain is in the elevator. 


The Great Gamble 


HE wheat raiser would be indignant 

were he called a speculator, yet in a 
sense he engages in a tremendous gamble 
with weather every year. His investment in 
labor, seed and time are put against the 
chance that rains will fali opportunely, that 
blight and rust and Hessian fly will not 
afflict and that when summer comes the 
price will be such as to give him a profit. 
Two years ago was a miracle crop in the 
wheat belt—notable yields and a shortage 
in world supply that sent prices to a high 
mark. It was the salvation of the rural 
banks of a_ wide territory. 

Take the history of one small-town bank 
out in the heart of the wheat belt. It had 
through the gloomy days of 1921-23 loaned 
year after year to the wheat farmers to 
its limit. It had pledged its assets to borrow 
from its correspondents; it had borrowed 
from the War Finance Corporation and 
from every source that could give relief. 
When harvest days dawned it owed over 
$257,000. The miracle crop came. Yields 
of twenty-five to thirty bushels to the acre, 
prices rising to $1.50 a bushel; the stream 
of gold poured back into the bank. It 
cleared up its rediscounts and again the 
president, who had “smiled through” with 
serene confidence, regardless of the added 
gray hairs he had acquired, was again frank- 
ly joyous that he had been able to carry his 
customers to safe ground. 

But the income merely paid debts, and 
another crop was sowed with money bor- 
rowed to maintain the producer for another 
year. A mile from his bank was a 2,000- 
acre wheat field farmed scientifically and 
well. In 1924 it produced 60,000 bushels; 


in 1925 it gave 800 bushels. The season was 
wrong; over 3,000,000 acres of wheat were 
abandoned in the Southwest. It meant an- 
other year of waiting. This season that 
farm produced 35,000 bushels—the sky was 
bright again. 

Here is what happens when a season like 
this brings its bounty. One little bank in a 
wheat center with only $10,000 capital had 
total deposits of $77,000 July 6. Two weeks 
later it had paid out some $90,000 and still 
had deposits in excess of $211,000. Another 
bank received for two weeks more than 
$100,000 a day in checks and drafts. Of 
course, a lot of the money goes right out as 
the farmers pay the rent on the wheat lands, 
settle the grocery bills and pay for the 
millions of dollars’ worth of new machinery 
and repairs and labor bilis they must meet. 
Hence the wide variations in the bank’s 
business. 


Banking Problem is Real 


T is easy to understand that the bank of 

the wheat belt has a far more perplex- 
ing problem than one where agriculture is 
diversified and where income is fairly reg- 
ular. One season, as has been the experience 
in a dozen counties where wheat is a chief 
resource, the fields are bare; in another, as 
in parts of the Southwest, its volume over- 
runs the capacity of elevators, granaries 
and bins, and the yellow hoard by the hun- 
dreds of thousands of bushels is heaped on 
the sod, lying under the sun in open air 
until transportation can care for it. 

The banker must be prepared to extend 
credit to the producer in bad years, trust- 
ing in the good years to reimburse him. 
The struggle of the immediate post war 
period came from the long delay in the rise 
of the tide of prosperity. As a result the 
weaker banks suffered and some closed their 
doors. Often the bank under heaviest strain 
was the one of long experience whose man- 
agers had abundant faith in eventual re- 
covery and extended credit beyond reason- 
able limits—both confidence and personal 
friendship playing important parts in the 
proceeding. 

Despite the advice of bankers and econ- 
omists to diversify farming, the wheat belt 
increases its acreage. Ten years ago Kan- 
sas, for instance, sowed 8,000,000 acres; last 
year it had 11,000,000 acres; the coming 
season is likely to see another million added, 
for tractors and gangs of plows are turning 
over virgin sod to plant wheat—sod that 
experts say should be left for pasture and 
the development of a stable agriculture. 
Regardless of all warnings concerning a 
surplus that will force prices below the 
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profit-making level, the increase goes on in 
the effort to make a rich strike from a 
bumper year. 

“The day of the wheat farm of 1000 and 
5000 acres is on the way,” said Deroy 
Danielson, ex-president of the Western Hard- 
ware Implement Dealers’ Association. “TI have 
sold scores of power machines for planting 
and harvesting wheat on a wholesale scale, 
and the popularity of these is just begun.” 


Wheat Invading the Prairies 


REDICTIONS are made that in the 

next half decade five to ten million 
acres of wheat will be sown on prairie 
reaches where is now unbroken sod. Over 
250,000 acres have, within the past year, been 
taken from pasture to tilled field. Two ma- 
chines are responsible—the harvester-com- 
bine and the tractor. With the latter, plows 
four or six abreast turn the chocolate fur- 
rows, with no sweaty horses, no jangling 
harness—a steady hour after hour pull, and 
in emergencies working the twenty-four 
hours round, a spotlight showing the way 
by night. 

The former, which is being sold by the 
hundreds and with increasing demand ahead, 
cuts and threshes the grain as it crosses the 
field and delivers the wheat in a golden 
stream to a truck alongside. One man 
drives the motor that pulls the machine; 
another drives the truck. As one truck is 
filled it goes to the elevator while a huge 
galvanized tank above the combine holds 
the threshed grain until the carrier returns 
and again loads his truck. Three men do 
the work of twenty or thirty in the old 
days of the self binder. 

“Not even Hindoo coolies, at three cents 
a day, and Russian semi-serfs with hand 
labor,” said a wheat belt banker, “can com- 
pete with a farmer and two boys who, from 
May to October, with tractor and combine, 
can grow and harvest five or six hundred 
acres of wheat, eight to ten thousand bush- 
els, and have time to summer fallow a por- 
tion of their acreage and as sidelines get 
their living from a flock of hens with corn 
and kaffir, cows and swine to fall back on. 
The actual labor cost per wheat bushel 
under favorable conditions is certainly less 
than twenty cents, making it one of the fas- 
cinating speculations of the farmstead.” 


Raising 50 Cent Wheat 


rr the Congressional discussions statements 
were made that it costs more than a 
dollar to produce a bushel of wheat, ‘but, 
with the new machinery, avoiding the use 
of horses and eliminating three-fourths 
of the man power, experienced farmers say 
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IMES change! Methods 


change! 


New conditions 


create new needs. The remark- 
able expansion of banking busi- 
ness in recent —. has created 


a demand an 


a necessity for 


more economical and more efh- 
cient methods in every phase of 
bank accounting. 


Che new model Remington 
bank posting machine 


has been specially designed 
to meet all of the new and 
more exacting requirements 
of bank ledger work. It pro- 
vides a service which is abso- 
lutely complete in its results 
and in its proofs of accuracy. 
And it obtains all of these re- 
sults IN ONE OPERATION—a 
crowning achievement in time 
and cost saving. 

This machine is complete in 
its adaptability to every class 
of ledger posting, regardless 
of the number or position of 
columns to be cross computed, 
or vertical totals to be accu- 


mulated. It is equal- 
ly applicable to any 
style ofledger sheet. 
There is no ledger 
need ofany 

ank which the Remington 
Bank Posting Machine does 
not supply with surpassing 
efficiency. 

Send to us for our new il- 
lustrated brochure entitled, 
“Posting and Proving Depos- 
itors’ Accounts—in One Oper- 
ation.” This folder gives you 
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9293393300 


ictorial evidence, on actual 

ank ledger forms, of the su- 
perior efficiency of the Model 
23 Remington for this class 
of work. A practical demon- 
stration on your own ledger 
forms is yours for the asking, 
without any obligation on 
your part. 


REMINGTON TYPEWRITER COMPANY 


Bank Machine Department, 374 Broadway, New York 


Branches Everywhere 


Remington 


BANK BOOKKEEPING 
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that they can raise wheat on moderate priced 
land for fifty cents a bushel or less—pro- 
vided an average yield is gathered. 

The banker knows that there is a profit in 
seasons like the present, for he sees his 
congealed credits gradually melt under the 
influence of the checks that come from the 
elevators and shippers. His anxiety comes 
from the possible failure the year after and 
maybe jor two years after, during which he 
must extend credit if he is to maintain the 
stability of the community and the perma- 
nence of his list of customers. The banker 
who refuses credit to the wheat-belt farmer 
has a difficult task ahead. He may play safe 
in off years, but he does not share in the 
fat seasons. Hence he has constantly before 
him the problem of varying conditions and 
ebb and flow of deposits as well as of loans. 

One theory often expressed is that a gen- 
erous wheat crop is actually a temptation to 
undue extravagance. The representative of 
a mortgage loan company remarked recent- 
ly, “This crop will do the wheat raisers 
little good. They will take their money and 
buy new motor cars, take trips to California 
and spend ali they have made in riotous 
living. They will pay their bank notes if 
they have to—but not unless they are forced 
into it. They will not reduce the principal 
on their loans materially, being content to 
let it ride awhile and be satisfied with having 
the interest and taxes cleared up. The wheat 
farmer could get rich if he would save 
when he has a chance.” This is the extreme 
view and not wholly warranted. 

The farmer’s reply is similar to one made 
to a party of New York bankers who were 
touring the wheat country: “Yes, I know it 
is altogether irregular for us to spend our 
money. Probably we ought to put it in the 
bank so it can be sent to New York where 
you can loan it on call—but after all it is 
our money, and we can spend it just as we 
jolly well please.” And that is what they 
do. 

As a banker in a small prairie town put 
it: “The dealers have sold fifty combines, 
costing $2,400 each, practically all on time. 
It will take most of the profit of the pur- 
chasers to pay for them—and next year 
they may not be needed. But it is the 
farmer's money, and if the bank does not 
help him the financing companies will and 
we might as well acknowledge the rights 
of property and have faith that things will 
come out in the end. with sound results.” 


Where the Money Goes 


H' )\WWEVER, when a county like Ford, 
out in southwest Kansas, with 15,000 
population, raises, as this year, 6,700,000 
bushels of wheat or $550 per capita there 
ought to be a considerable portion that will 
stick. To be sure there is to be taken into 
consideration the large portion that goes to 
landlords—nearly 50 per cent of the farms 
of the Southwest are tilled by tenants—and 
the great wheat section is dotted with hold- 
ings of wheat magnates who live in the 
cities and raise wheat on a broad scale, 
thousands of acres in a field-the beginning 
of the wheat king domination which Mr. 
Danielson predicts. This money does not 
stay in the county nor does it help ma- 
terially the rural bank. 

The bankers of the wheat belt, if the 
expansion of wheat raising goes on under 
the impetus of new machinery that cuts 
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the cost of production, as it seems likely to 
do, are discussing the effect of this move- 
ment on their own affairs. Not taking into 
consideration the possibility of a Federal re- 
lief measure which has for its object in- 
creasing the price materially, with the inev- 
itable further enlargement of acreage re- 
sulting, they may find their surrounding 
territory turned into vast wheat fields in- 
stead of being as now broken into moderate 
sized farms, each supporting a family. The 
rural population of the Southwest steadily 
decreases proportionately to the urban figures 
and the combining of land holdings, even in 
the older settled sections, is showing in 
abandoned farm houses once occupied by 
farmers tilling their own acres. 

Lessened population means less need of 
banks—and there is an overbanked situation 
already. In instances out in the wheat belt 
banks have during the past year voluntarily 
liquidated, stating frankly that there was 
too little business to warrant continuation of 
their activities. 


More Banks in Kansas 


N Kansas, which is the premier winter 

wheat state of the nation, has arisen 
another problem. The Supreme Court has 
recently decided that a law passed in 1891 
providing for organization of private banks 
regardless of the opinion of the bank com- 
missioner and banking board as to the need 
of the bank in the community, is in effect. 
While the banking board can limit organiza- 
tion of incorporated banks, those that are 
merely partnerships may organize as private 
banks where but two or three organizers 
get together. 

In the instance taken to the court, the 
bank is to be the third in a town of 1500, 
with sixteen banks in the county of 20,000 
population. Until the law is repealed part- 
nership banks organized by farmers’ co- 
operative associations and private companies 
may start up in the smallest villages without 
limit. This threatens to complicate yet fur- 
ther the local banking situation so far as 
that section of the wheat belt is concerned. 

Should there come another period of lim- 
ited yields, such as have arrived in the 
past, it means a difficult condition. Institu- 
tions with community assets widely scat- 
tered must arrange to carry the producers 
until a full crop is harvested. 


Note Case Cleaned 


UT with all these possibilities, the com- 

ing of a liberal crop this year has given 
a new impetus to the recovery of the farmer 
of the wheat belt and has gone far to place 
him back in the normal position of pre-war 
times. 

Here and there have been localities where 
crop failure has been serious, but generally 
the wheat miracle has exceeded all antici- 
pations and has given to the banks a most 
welcome opportunity to clean up the note 
case and establish affairs on a sound basis. 
They have watched closely the receipts 
from the crop, and if the notes have not 
been paid it has been because some prior 
claim existed. They have felt that this was 
the time to make another forward step in 
readjustment of the financial status of the 
farm country. However, scarcely is the crop 
sold than work planting for the next har- 
vest commences and the financing of this 
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activity begins with the earliest return from 
the fields. 

The wheat belt bankers deprecate the ex- 
pansion of wheat acreage; they strive to 
diversify farming that there may be an all 
year return rather than one speculative in- 
come at midsummer and months of anyious 
waiting between. They are trying to im- 
culcate modern ideas in stock raising and 
pursuits that will make the farm an all year 
producer. They realize that this is the way 
to establishment of permanent prosperity 
for themselves and for their customers 

“The greatest task before the banker of 
the wheat belt,’ says G. A. Rogers, presi- 
dent of the Kansas Bankers Association, “is 
to bring about a balanced agriculture—and 
this must be done if we are to make per- 
manent progress. I go on the theory that 
a farm is a factory” he explained, ‘and 
any factory must produce twelve months 
out of the year to make the most out of 
the investment. Instead of turning out only 
one product, a factory makes a number of 
different things so as to keep going full 
force every month in the year. If it has 
one main product it adds enough sidelines 
to take up the slack time. That must hap- 
pen on the farm. Take a grain farmer for 
example. If he does nothing else he will 
work something like two months planting 
his crop and about the same time harvesting 
it. He needs to add sidelines, so his factory 
will be producing every week in the year.” 

In years of crop failure this preaching 
falls on fertile soil; in a year like this when 
golden streams of wheat are poured into 
the farmer’s lap and he sees a sudden swell- 
ing of his bank account, the iesson receives 
meager attention. But the wheat belt banker 
is looking ahead and endeavoring to elim- 
inate speculation and guesses on weather and 
prices, substituting sound methods that will 
stabilize prosperity. The wheat belt’s year 
of great income may make that task more 
difficult just now, but it gives the banker 
opportunity so to husband his resources as 
to prepare for possible failure, while at the 
same time he can urge more systematic 
methods and lay the foundation for stability 
in community income. That is the basic 
problem of the wheat belt banker and upon 
his success in educating his customers «e- 
pends his own freedom from anxiety in the 
period when the grain farmer loses on his 
one great chance of the year. 


Convention Calendar 


STATE 


DATE ASSOCIATION PLaci 
Sept. 2 Delaware Rehoboth 
Sept. 10-11 Wyoming Sheridan 
Sept. 15-16 Kentucky Louisville 
Sept. 21-22 Indiana Lafayette 
Sept. 24-25 Nevada Winnemucca 
Oct. 22-23 New Mexico Roswell 
Oct. 22-23 Arizona Nogales 
Noy. 11-12 Nebraska Lincoln 
Sept. 20-23 Financial Advertisers’ Con- 


vention Detroit, Mich. 
Savings Banks Association 
of State of New York 

Lake Placid, N. Y. 


Sept. 22-24 


Oct. 4-7 A. B. A. Convention 
Los Angeles, Cal. 
Dec — Mid-Continent Fiduciary 


Conference Omaha, Neb. 
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STORIES OF COLUMBIA SERVICE—No. V 
THE MACHINE TOOL INDUSTRY OF CINCINNATI 
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Interior view of representative Cincinnati machine tool factory 
showing the varied apparatus utilized in this important industry. 


In the making of machine tools, those wonderful instruments of 
precision and power by which practically all machinery is built, Ohio 
takes first rank among the states. [The motor car and the train in 
which you ride, the buildings in which you live and work, the sani- 
tary system which guards your health, the books you read, the food 
you eat—all are direct or indirect products of the great machine tool 
industry, centering in Cincinnati. Machines for boring, drilling, 
milling—pipe and screw machines—engine and turret lathes—pneu- 
matic hammers—planes, shapers, shears—these are a few of the 20 
types of appliances in which Ohio leads, among the 60 total varieties 
produced in the United States. Of an annual national output 
valued at close to $150,000,000, Ohio contributes more than 25%. 
Cincinnati machine tools are celebrated throughout the world for 
their reliable, accurate and efficient qualities. 


The manufacture of tool-making tools is a fundamental industry, 
touching the country’s economic life at all points. Furnishing essen- 
tial power, heat and light to these far-reaching enterprises emphasizes 
again the basic importance of the services performed, which provides 
the element of stability that is a feature of Columbia System. 
This is the fifth of a series of advertisements in which we propose to give you 
detailed information of the services performed by Columbia System companies for 


these communities, their industries and their homes. Investment in Columbia 
System securities is, in a real sense, investment in the marvelous Ohio Valley. 


COLUMBIA GAS & ELECTRIC COMPANY 


OFFICE of the 61 BROADWAY 
PRESIDENT | NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 
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Banks Set New High Records 


HE banks of the United States have 

more money on deposit than at any 

time in history. The amount of 

capital invested in the banking busi- 
ness has increased to a new high record. 
The investments of banks and their loans 
and discounts are larger than ever. 

The national and state banks have a total 
of $54,291,833,973 on deposit—a gain of 
$3,794,525,031 over the figures for a year 
ago. The amount of capital devoted to 
banking increased $410,179,413 during this 
period, making the sum of capital, surplus 
and undivided profits of all banks $7,398,- 
018,903. Record-breaking figures have been 
set in the investment of banks in securities, 
in the total of their loans and discounts, 
and in their resources. 


Despite these impressive gains, the num- 


TRUST COS. 
SAVINGS BANKS. 


FLORIDA... 
GEORGIA 
IDAHO...... 
ILLINOIS... 
INDIANA... 
IOWA........ 


12-31-25 
4-12-26 
8- 1-26 
6-30-25 
4-12-26 
3-27-26 
5- 4-26 
12-13-25 
4-12-26 
10-31-25 
4-12-26 
3-15-26 
4-12-26 
4-30-26 
4-12-26 
4-12-26 
4-12-26 
6-30-25 
4-12-26 
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TRUST 
OTHER BANKS. 


MASSACHUSETTS... 
MICHIGAN... 
MINNESOTA... 
MISSISSIPPI... 


NEW JERSEY. 
NEW MEXICO... 
NEW YORK..../ owen 
NORTH CAROLINA 
NORTH DAKOTA... 

OKLAHOMA 

OREGON... 
PENNSYLVANIA... 
RHODE ISLAND. { SAVINGS BANKS. ! 
SOUTH CAROLINA...” 
SOUTH DAKOTA. 

TENNESSEE... 


WASHINGTON... 
WEST VIRGINIA... 
WISCONSIN... 
WYOMING... 


4-12-26 
4-12-26 


ber of banks dwindled more than eight hun- 
dred during the past year. 


HE withdrawal of banks from the na- 
tional system to take advantage of the 
more liberal provisions of state bank char- 
ters is reflected in the growing proportion 
of bank resources, represented by the state 
banks. While the national banks showed 
gains during the past year, they did not 
keep pace with the increases made by the 
state-chartered institutions. Bank calls, hav- 
ing an average date of April 12, reveal that 
62.8 per cent of the total deposits are in- 
trusted to state banks and 61.1 per cent of 
the total resources are held by these banks. 
The figures, showing the comparative 
totals of the state and national banks com- 
piled by R. N. Sims, secretary-treasurer of 


Capital, Surplus 


Capital 


Surplus 


& Undivided Profits 


the National Association of Supervisors o} 
State Banks, reflect the condition of national 
banks on April 12, and give the totals for 
state banks on the call date nearest to that 
time. 
é6 N April 12, 1926, there was a total 
of 28,289 banks, of which 20,289 
were state banks and 8,000 national banks. 
and in round numbers a total capital, sur- 
plus and undivided profits of $7,398,018,903: 
total deposits of $54,291,833,973, and_ total 
resources of $63,999,452,890,” he reports. 
“Total deposits of all banks were $3,794,- 
525,031 above the previous high record of 
April 6, 1925, and total resources $3,487,- 
607,427 above resources of that date. 

The detailed figures for state banks and 
national banks are as follows: 


Deposits, 
Including Certified 
& Cashiers’ Checks 


Bonds, Stocks, 
Securities, etc. 


Loans & 
Discounts 


Total 
Resources 


$13,719,700.00 
3,424,400.00 
16,276,200.00 
129,202,320.00 
5,979,500.00 
18,318,200.00 
8,034,500.00 
19,404,000.00 
29,776,420.00 
3,122,500.00 
166,720,000.00 
48,137,300.00 
49,498,800.00 
25,487,300.00 
23,001,177.50 
24,302,990.00 
5,577,300.00 
24,019,200.00 
299,405,730.23 
74,652,858.36 
29,873,500.00 
11,950,430.00 
79,438,972.62 
6,170,000.00 
23,146,200.00 
1,711,600.00 
1,055,000.00 
59,675,000.00 
1,220,000.00 
315,270,343.00 
23,024,811.50 
8,154,500.00 
113,126,680.00 
7,319,150.00 
9,073,683.25 
183,306,042.74 
9,395,000.00 
11,943,670.00 
8,510,400.00 
24,370,603.85 
35,514,200.00 
8,007,750.00 
2,666,000.00 
29,624,138.38 
13,002,500.00 
21,925,500.00 
35,933,000.00 
1,865,000.00 


$7,592,466.15 
1,890,994.83 
6,292,487.43 
68,341,896.85 
2,871,134.44 
48,283,077.27 
8,274,912.32 
11,181,315.50 
14,964,495.46 
916,863.51 
116,888,710.88 
23,415,750.60 
20,792,923.25 
13,637.591.64 
14,638,969.34 
14,362,676.23 
10,886,970.82 
37,979,025.00 
185,690,209.98 
62,402,125.06 
13,893,472.00 
6,632,733.22 
45,971,962.00 
1,827,321.33 
6,861,531.67 
564,859.25 
11,918,425.92 
13,197,995.36 23,847,720.15 
283,192.12 70,548.21 
°410,336,266.00 
13,322,076.14 4,449,275.33 
2,713,234.74 4,467.64 
83,310,806.00 23,052,150.00 
1,509,837.5§ 914,081.48 
2,920.783.84 1,217,269.34 
326,635,036.45 76,846,202.55 
14,837,272.23 4,616,655.10 
5,857,180.79 2,224,688.29 
2,946,714.47 2,114,247.05 
*13,250,350.23 
11,319,933.24 5,677,488.39 
4,414,720.00 1,052,679.96 
9,113,131.10 3,202,571.40 
16,715,383.55 5,684,970.39 
5,509,697.22 1,564,355.35 
14,507,941.63 5,887,955.20 
16,980,002.29 11,001,110.99 
820,304.51 211,637.99 2,896,942.50 


$4,348,116.32 
767,588.72 
3,072,074.55 
36,425,808.11 
1,366,452.21 
8,310,100.88 
3,995,220.78 
7,477,357.35 
7,577,966.89 
217,980.15 
39,833,507.85 
12,906,329.68 
10,779,872.74 
3,080,277.87 
3,961,127.13 
5,696,791.71 
9,420,753.58 
13,643,883.39 
$4,781,198.24 
17,140,899.58 
5,998,765.44 
2,081,570.23 
14,851,981.98 
840,826.03 
1,893,292.40 
475,370.04 
335,886.97 


$25,660,282.47 
6,082,983.55 
25,640,761.98 
233,970,024.96 
10,217,086.65 
74,911,378.15 
20,304,653.10 
38,062,672.94 
52,318,882.35 
4,257,343.66 
823,442,218.73 
84,459,380.28 
81,071,595.99 
42,205,169.01 
41,601,273.97 
44,362,457.94 
25,885,024.40 
75,642,108.39 
519,827,138.45 
154,195,883.00 
49,755,737.44 
20,664,733.45 
140,262,916.60 
9,438,147.36 
$1,901,024.07 
2,751,829.29 
13,309,312.89 
156,720,715.51 
1,573,735.33 
734,606,609.00 
40,796,162.97 
10,872,202.38 
219,489,636.00 
9,743,069.06 
13,211,736.4¢ 
586,787,281.74 
28,848,927.33 
20,025,539.08 
13,571,361.52 
37,620,954.08 
52,511,621.63 
13,565,149.96 
14,981,702.50 
52,024,492.32 
20,076,552.57 
42,321,396.83 
63,914,113.28 


10,492,844,68201 


$143,265,457.83 
44,436,847.47 
143,374,861.68 
2,321,592,156.53 
67,220,227.97 
800,174,492.96 
88,026,512.63 
440,762,231.53 
219,571,309.42 
34,823,394.36 
2,251,431,081.39 
498,336,153.24 
605,260,954.13 
249,233,895.05 
207,984,420.58 
$29,924,315.54 
262,959,272.45 
487,383,354.62 
2,891,119,438.44 
1,292,359,378.97 
466,140,911.90 
167,254,592.31 
788,374,360.46 
69,464,534.14 
285,662,831.89 
21,898,037.45 
180,112,226.98 
1,202,526,103.95 
8,254,509.94 


$116,175,503.33 
28,919,734.21 
119,955,866.23 
1,618,891,110.55 
40,492,300.14 
441,568,400.38 
58,148,648.79 
294,944,922.35 
199,666,438.00 
18,883,239.34 
1,571,914,551.29 
409,416,554.25 
536,466,752.61 
197,301,307.41 
186,365,262.76 
264,712,354.60 
111,153,908.07 
210,770,196.28 
2,074,756,180.66 
507,920,314.19 
274,377,033.94 
116,985,574.53 
640,350,362.83 
36,387,419.28 
224,200,657.84 
15,943,283.32 
89,286,833.07 
520,351,408.78 
5,462,716.59 
8,416,933,895.00 
226,461,994.77 
69,524,422.17 
1,309,633,755.00 
46,623,461:15 
57,698,490.19 
1,057,207,978.44 
219,189,283.73 
89,841,421.67 
17,170,715.08 
182,240,228.53 
188,422,363.44 
76,241,203.54 
115,393,531.02 
196,391,344.91 
104,451,241.12 
175,599,480.57 
967,393,961.33 
15,402,573.5¢ 


$12,121,790.61 
8,709,217.92 
10,126,126.08 
575,982,386.10 
17,194,135.01 
284,122,397.90 
39,492,991.66 
60,267,669.61 
20,208,330.93 
10,081,017.54 
561,877,990.28 
91,193,203.27 
476,970.99 
7,080,082.44 
36,522,132.83 
49,120,422.91 
165,846,466.09 
103,298,767.58 
1,146,224,000.31 
735,401,805.56 
154,933,993.12 
25,471,817.03 
214,315,505.67 
22,198,585.70 
22,522,860.75 
2,966,315.18 
83,520,189.69 
724,597,782.18 
1,582,679.77 
1,596,672,005.24 
24,517,335.48 
9,859,370.47 
363,076,430.00 
16,327,751.96 
23,092,439.28 
1,579,339,542.53 
189,630,825.14 
12,479,676.20 
4,622,244.34 
18,505,170.39 
25,819,533.89 
17,590,562.53 
40,851,682.92 
19,371,533.15 
48,368,280.22 
25,596,356.10 
134,118,636.04 
2,850,383.89 


$172,415,317.18 
51,223,533.70 
176,389,549.80 
2,624,391,156.35 
77,656,802.94 
898,688,770.20 
110,402,816.76 
485,802,272.46 
295,247,686.56 
40,021,266.58 
2,677,221,253.05 
705,089,962.24 
700,041,166.48 
209,582,516.42 
269,730,816.63 
416,306,987.7 
294,891,458.08 
580,368,267.25 
3,445,927,530.68 
1,535,911,381.14 
524,637,318.23 
196,074,059.35 
969,467,259.23 
79,836,690.91 
323,221,411.80 
24,958,147.36 
200,833,296.64 
1,409,224,820.92 
10,052,428.89 
10,796,852,154.60 
317,629,926.69 
92,290,037.77 
2,032,463,670.00 
91,499,230.58 
104,630,467.91 
$,142,872,642.51 
466,622,147.93 
125,661,038.08 
118,464,140.80 
276,256,499.76 
309,879,545.75 
114,136,406.74 
175,901,080.41 
274,379,859.72 
191,490,447.98 
246,680,328.72 
608,679,773.18 
23,773,546.20 


256,759,531.03 
79,658,046.78 
1,726,922,256.00 
79,984,238.22 
87,089,369.97 
2,401,069,658.29 
418,993,902.13 
96,585,670.14 
101,674,147.76 
215,921,432.22 
241,506,487.62 
85,344,767.06 
156,935,299.66 
185,955,813.75 
166,585,570.15 
195,96,443.57 
536,920,314.10 
20,394,676.49 


$39, 105,787,890.95 
24,893,665,000.00 


$14,212,122,890.95 
$25,965,675,836.30 
29, 455,648.43 


657,027.83 
28,808,553,357.84 
$2,081,329,235.59 
33,641,174,127.53 
36,679,382,463.73 
39,105,787,890.96 


$9,368,247,394.43 
6,074,916,000.00 


$8,497,523,011.46 
8,235,427 ,676.40 
8,877,828,333.49 
9,414,104,361.97 
7,438,708,895.68 
8,055,053,931.93 
8,471,967 ,470.89 
9,368,247,394.43 


$5,047,521,900.00 
498,771,000.00 
028,059,000.00 
118,160,000.00 
041,122,000.00 
005,950,000.00 
000.00 


074,916,000.00 


$18,832,589,370.81 
18,312,259,000.00 


$5,520,330,370.81 


$12,257,134,526.40 
15,334,616,394.62 
15,449,134,595.23 
14,108,585,847.71 
15,547,076,777.07 
16,264,679,542.27 
15,836,3§2,018.96 
18,832,589,370.81 


$10,588,801,000.00 
12,394,900,000.00 
11,680,837 ,000.00 
11,293,874,000.00 


102,000.0 
‘248,000. 00 
18,312,259,000.00 


$34,116,035,973.16 
20,175,798,000.00 


$13,940,237,973.16 


$21,632,822,011.81 
23,950,838,611.35 
23,780,750,818.50 
23,510,877,185.07 
27,013,525,116.92 
28,402,756,641.94 
31,114,361,942.13 
84,116,035,973.16 


$15,924,865,000.00 


$1,798,466,761.53 $424,871,070.13 $4,288,31,903.09 
1,188,704,000.00 3,109,657,000.00 


9609,762,761.53 $1,178,704,903.09 
$1,332,891,448.86 $2,899,662,677.73 


3,341,012,552.18 
92431 
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67 Milk St., Boston, Mass. 


FIRST NATIONAL BANK 
Holtzer-Cabot Equipped | 


SECURIT Y— 


Executives whose banks employ Holtzer-Cabot 
Protective Signaling Systems do not fear “crime 
waves.” They enjoy double protection against the 
under-world. In the event of attack the system is 
so sure and quick in action, and provides so many 
automatic and inconspicuous manual means of 
warning, that the chances of a successful hold-up 
are practically nil. Bandits know this and give 
Holtzer-Cabot equipped institutions a wide berth. 


A Confidential 
Booklet 


For obvious reasons this 
booklet cannot be broadcast. 
It deals with the very latest 
thought on bank alarm sys- 
tems and general signaling 
systems. It is highly in- 
formative, profusely _ illus- 
trated, and written in a clear 
and _ interesting manner. 
Bank executives are invited 
to write for it. It will be 
sent gratis to any bank 
official requesting the same 
on his official 
Write TODA 


Because of this superior protection, the result of 
over fifty years’ specialization, a large and con- 
stantly increasing number of important banks are 
enjoying the security provided only by Holtzer- 
Cabot Systems. 


It will pay you to investigate this—the best and 
most economical banditry insurance—at once. 
Write us for particulars. 


The HOLTZER-CABOT ELECTRIC CO. 


HOME OFFICE and FACTORY CHICAGO OFFICE 
125 Amory St., Boston, Mass. 6161 South State St., Chicago, Ill. 


MANUFACTURERS OF SIGNALING SYSTEMS FOR OVER FIFTY YEARS 


SYSTEMS. 
NURSES’ CALL 


FIRE ALARM 
BANK 
PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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Public 


Service 


Every bank stands in its 


community as the ideal of 
public service. 


The United States Fi- 
delity and Guaranty Com- 
pany gives the banks it in- 
sures prompt and efficient 


service, 


In this, the thirtieth year 
of its existence, it is inter- 
esting to note that over 


one-third of the banks of 


America carry its bonds. 


United States Fidelity 
and Guaranty 


Company 
Baltimore 
Resources in excess of $48,000,000 


Maryland 


A branch or agency in every city 


San Francisco Creates a Trust 
By WILLIAM H. CROCKER 


President, Crocker First National Bank, San Francisco 


N Monday, July 12, a group of 
leading San Francisco citizens 
met to discuss the old-time prob- 
lem of giving away money. 

The fact of their meeting was not a start- 
ling one, to be sure, but it was of sufficient 
interest to be heralded on the front pages 
of the newspapers in San Francisco and 
over the country. The reason for this in- 
terest doubtless was that it was the first 
time anything of the kind had been attempted 
in San Francisco, and furthermore, because 
it was a public testimonial by those present 
of recognition of their social responsibility 
as custodians of considerable wealth. 

The purpose of the gathering itself was 
simply to devise a means for intelligent giv- 
ing. Too often in the past men who have 
devoted their lives to accumulating fortunes 
have fallen into two conspicuous errors in 
bequeathing their wealth. One is the giving 
of too little thought to the details of its 
future use, thus tying up an estate through 
years of litigation, with great consequent 
depreciation. The other is in being too 
specific in their directions to their adminis- 
trators, with the result that we have the 
“dead hand” attempting to guide a protest- 
ing posterity, regardless of posterity’s needs. 


E all know of the famous bequest of 

John Leake, who left a fund for the 
annual distribution of bread to the poor at 
a certain church. With the growth of the 
city in question, the district surrounding the 
church ceased to be a place for the homes 
of the poor and, with changing conditions, 
also, the dole of bread has come to be rec- 
ognized as a most ineffectual form of char- 
ity. 

The result was that that particular be- 
quest became an anachronism; the testator 
had provided the money for all time for the 
doling out of bread but the poor were no 
longer there to receive it. 

The plan of establishing a community 
foundation is not a new one. In San Fran- 
cisco we are simply following the lead taken 
by fifty-one other American cities. How- 
ever, we do propose to take advantage of 
their findings and experiences so as to avoid 
the repetition of mistakes. 

The details of operation of the Founda- 
tion are now being worked out by a ways 
and means committee. There are certain 
general outlines of the plan, however, that 
are already clearly defined. 


HE Foundation will probably be known 

as the San Francisco Foundation or the 
People’s Foundation. We will use the mul- 
tiple trusteeship plan. To that end, we 
anticipate a close association of the banks 
and trust companies on the one hand, and 
the governing board of the Foundation on 
the other. 

With such an association, the duty of the 
trust companies would be to be responsible 
for the administration of the principal of 
funds bequeathed to the Foundation, while 
the governing board would be responsible 
for the application of the income on the 


principal to the purposes outlined by the 
donor or testator. 

The outstanding advantages to be gained 
through the establishment of the Foundation 
are threefold: 

First, the broad community aspect of ac- 
cumulating and conserving trust funds for 
scientific study, education, charity, or ad- 
vancing the welfare of the citizens of San 
Francisco as a whole in any other manner 
that will achieve for the community better 
results than could be attained through he- 
quests left under the old method of direct 
and limited gifts; in other words, the ‘foun- 
dation principle” which has been adopted by 
nearly all of the great foundations of today 
and which leaves something to future dis- 
cretion in the actual distribution and ap- 
plication of bequests. 

Second, the Foundation will afford to the 
man or woman of small means, as well as 
to the individual of great wealth, an oppor- 
tunity to make his gift with all the safe- 
guards of conservation and flexible use; an 
opportunity to make it in a wiser and more 
satisfying way, and with some assurance of 
its intelligent use for the distant future. 

Third, the active participation of the 
banks will result in a considerable exten- 
sion of the principle of corporate trustee- 
ship, and will work both to the advantage 
of such financial institutions and to the ad- 
vantage of the community. 


INCE the banks are almost always lead- 

ers in any community betterment pro- 
gram, it is to be assumed that they will 
become one of the most active agents in 
making for the success of the community 
Foundation. Their very association will 
add immediately to public confidence in the 
Foundation. 

Reciprocally, the banks are certain to de- 
rive great benefit through the collatera! re- 
sults of the Foundation’s operation. For 
instance, men and women of large means 
who are attracted by the idea of a com- 
munity foundation and participate in its af- 
fairs, will thereby be drawn into contact 
with the trust company and may, in addi- 
tion, bring their personal business to such 
institutions, including the execution of pri- 
vate estates and the managements of purely 
personal trusts. 

At the same time men and women who 
have little money to give to charitable pur- 
poses are likewise drawn to the trust com- 
pany, because of the growing good will and 
confidence which this larger use and service 
of the trust company engenders. 

As now outlined, the Foundation does not 
contemplate placing any limit on the amount 
of initial subscriptions. They may be either 
large or small, since its primary idea is to 
create a real community institution that will 
be as much at the service of persons of 
small means as to those of great wealth. 


Beer scope of ‘the possible future accom- 
plishments of such a community founda- 
tion are almost unlimited. 
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McFadden Bill 


(Continued from page 68)- 


they should be prohibited from establishing 
them. 

The House recognizes home-city branch 
banking as a local question—as a local con- 
dition created by the action of a state legis- 
lature—and it is willing as a national policy 
to tolerate it where it now exists to the 
extent of giving national banks the right 
to compete with the state banks. Here the 
House stops all branch banking by national 
banks. 

It is the design of the House, by perma- 
nently holding home-city branches of na- 
tional banks at the maximum to the now 
existing twenty-two branch banking states, 
to discourage the future spread into new 
territory of all forms of branch banking. 
It naturally follows that the House has 
taken a position in favor of a national pol- 
icy which is in opposition to branch bank- 
ing in any form so far as the national banks 
in the twenty-six non-branch banking states 
are concerned. 

The Senate conferees also consider home- 
city branch banking as a local policy sub- 
ject to the control of the state legislature, 
but they would apply the same national 
policy to the national banks wherever the 
same conditions exist. Whenever and wher- 
ever a state permits the state banks to have 
home-city branches, the Senate would con- 
fer that right upon the national banks re- 
gardless of whether the state law be en- 
acted prior to or subsequent to the enact- 
ment of H. R. 2. 


Right of Self-Defense 


EITHER the House nor the Senate is 

in favor of granting to national banks 
the direct and absolute power to establish 
even home-city branches. The right to 
home-city branches is. granted only as a 
measure of self-defense. The Senate and 
the House agree that it is necessary to the 
existence of the national banks that they 
be allowed some measure of competition 
with the branch banking state banks. The 
real difference between the House and Sen- 
ate conferees is that the Senators insist 
that this right of self-defense shall be given 
to the national banks in every state in the 
Union wherever the state laws make it nec- 
essary, whereas the House conferees insist 
upon confining this right of self-defense to 
the now existing branch banking states only, 
leaving the national banks without the power 
to compete in such states as may hereafter 


permit home-city branch banking to the - 


state banks. 

It is this difference of opinion over the 
Hull amendment which caused the bill to 
fail of enactment at the last session. The 
Senators take the position that the Hull 
amendment would have the opposite effect 
from that expected of it by the House con- 
ferees. That instead of discouraging branch 
banking in the non-branch banking states, 
it would encourage it for the reason that 
the state banks, seeing the hands of the 
national banks tied by Congress, would 
therefore seek branch banking legislation 
from their respective legislatures in order 
to have a monopoly of the practice. This, 
they contend, is exactly what has already 
happened in the twenty-two branch banking 
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Third Rail 
of Business— 


E mightiest electric locomotive is 
MM powerless without an electrical con- 
tact—nor will any business run without 
contacts—buying contacts, selling con- 
tacts, transportation contacts, financial 
contacts. 


Contact with The Union Trust places 
your business in contact with our con- 
tacts: 


Customers in 1130 lines of business. 


72 Directors of outstanding individ- 
ual success in 40 major lines of in- 
dustry. 


900 banks throughout the nation with 
whom we are in close personal con- 
tact. 


Direct connection with over 6,000 
banks throughout the world. 


Private telegraph connections with 
the country’s business centers. 


135 officers experienced in the many 
phases of personal and corporate 
banking and administration. 


Contacts count in business as in trans- 


portation. Is your business in contact 
with a “third rail’’? 


tm UNION TRUSTa. 


CLEVELAND, OHIO 
‘Resources over 300 Millions 
SINCE "61 A BANK FOR BANKERS 
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‘All Items 


Received 
at 


The collection of out-of-town items at 
par is only one of the many advantages 
our depositors and correspondents en- 
joy. 

Our Transit and Collection Depart- 
ments are in continuous twenty-four- 
hour operation under the supervision 
of officers and clerks who are experts 
trained by long experience. 


Collection items are sent direct to place 
of payment wherever possible. Advices 
of credit received at night are im- 
mediately passed on to the owner. 


Our service results in the maximum 
interest bearing - balance of collected 
funds. 


THE 


PHILADELPHIA-GIRARD 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. . . .$27,900,000 


states—which fact constitutes the reason for 
giving national banks any branch banking 
privileges at all. 


A Suggested Compromise 


EVERAL friends of the Hull amend- 
ment in the House have taken the posi- 
tion that should it be enacted into law, and 
subsequently one of the twenty-six non- 
branching banking states should authorize 
its state banks to have branches, that, in the 
event, Congress could and doubtless would 
repeal the Hull amendment in its prohi- 
bition upon the national banks in that par- 
ticular state. 
The Senators see in this a measure of 
support for their position against the Hull 
amendment altogether, for they say if Con- 
gress must in each case relieve the national 
banks of the effect of the Hull amendment 
as soon as it becomes operative, why enact 
it at all? 

They also present a legal and a practical 
objection to this procedure. They do not 
see how Congress could enact a law repeal- 
ing the Hull amendment as to a single state. 
They contend that the repeal would have 
to be a general law affecting all the states 
to which it is applicable. In such an event 
they say that the same forces which were 
able to secure the adoption of the Hull 
amendment as a price for the enactment 
of the bill would in the future be strong 
enough to accomplish the defeat of its 
repeal. 

The foregoing discussion has concerned 
itself with the Hull amendment in its appli- 
cation to national banks only for the reason 
that the House conferees agreed to elimi- 
nate it from the bill in its application to 
state banks. 

When Congress meets again in Decem- 
ber the conferees will renew their efforts 
to reach a solution of the difficulty over the 
Hull amendment. 


Kentucky Bankers 


(Continued from page 81) 


agree that interest is the least impelling of 
all of the motives that cause people to fore- 
go present satisfactions in order to secure 
future benefits. 

“Banks not only in Kentucky but all over 
the country have been forgetting this eco- 
nomic fact and have been stressing the in- 
terest rate in their advertising far more 
than it deserves. I know of no question 
in the banking business that needs more 
intelligent consideration than the interest 
rate to be paid by banks on time deposits.” 

A general discussion followed upon the 
question as to what is the proper rate for 
banks to pay upon time and savings de- 
posits. 

The State Banking Commissioner stated 
emphatically that he favored a 3 per cent 
rate and also that he favored recommend- 
ing to the Governor that a law be enacted 
prohibiting banks doing business in the state 
of Kentucky from paying any more than 3 
per cent interest on savings and time de- 
posits. 


Interest Rates Vary 


POLL of the bankers present was re- 
quested from the floor to determine 
what rate of interest was paid by the banks 
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represented. The result showed thirty-six 
banks paying 3 per cent; sixty-three banks 
paying 4 per cent; three banks paying 4% 
per cent and one bank which paid no in- 
terest on time deposits at all. 

A very lively general discussion of the 
subject at hand was entered into, bankers 
from all parts of the state stating their 
position. The gist of the arguments against 
a greater rate than 3 per cent was that, 
while individual banks might be able to 
make sufficient profit to justify their paying 
a greater rate than 3 per cent, the banking 
business as a whole all over the state could 
not afford, without risking security, to pay 
a greater rate. It was thought by many 
that competition for volume of deposits was 
inducing bankers to pay too much interest 
and that unless some concerted action was 
taken by the banks as a whole that the banks 
of the state might be forced into many un- 
sound practices which would have a de- 
moralizing effect upon banking business. 

A number of bankers openly stated that 
they were paying 4 per cent or more mere- 
ly because they were forced to do so by 
competition and not because they believed 
that was the proper rate. It was also ar- 
gued that the present tendency of interest 
rates on savings investments was downward 
and that now was the proper time for bank- 
ers to start a reduction in the rate of in- 
terest paid by them. 

it is impossible in an article of this sort 
to give more than a general statement of 
the arguments produced but one remarkable 
thing that differentiated this meeting from 
most bankers’ conventions was that the del- 
egates were sufficiently interested to remain 
in session without deserting the meeting 
from ten o’clock in the morning until 4:30 
in the afternoon with only a short period 
for lunch. 


Bankers Reach Conclusion 


FTER the matter had been thoroughly 
discussed and the sense of the meet- 
ing arrived at, a resolutions committee was 
appointed. This committee offered the fol- 
lowing resolution which was almost unani- 
mously adopted after further careful dis- 
cussion from the floor, there being only six 
votes cast against it: 

“RESOLVED: That it is the sense of 
this association that three per centum per 
annum is the highest rate of interest that 
can be paid on such deposits by the banks 
of Kentucky with safety to themselves, to 
their patrons, and to the general public.” 

In order to carry into effect the resolu- 
tion of this conference, a further resolution 
was adopted requesting the president of the 
association to immediately send copies of 
the resolution to all of the banks of the 
state of Kentucky and to call upon the 
banks in ‘each county to organize and at- 
tempt to get an agreement signed that they 
would not pay in excess of 3 per cent in- 
terest on time and savings deposits and that 
the banks in each county elect a representa- 
tive to report what progress had been made 
to the annual convention of the Kentucky 
Bankers Association to be held in Louisville 
on September 15-16. The chairman was 
also requested to appoint a committee of 
six members to aid the counties in obtain- 
ing the interest rate agreement. 

The banks of Kentucky hope that as a 
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Types showing 
the evolution of 
the telephone 


instrument. 


The Telephone 


Instrument 


HE modern telephone’s “family 

tree” dates back 50 years to the 
original “gallows frame” instrument 
of Dr. Alexander Graham Bell. The 
direct lineal descendants of this in- 
strument include 64 different types 
of receivers and 96 types of trans- 
mitters, indicative of the incessant 
research and experiment resulting 
in the telephone of today. 


Today’s telephone, comprising 201 
parts, is a paradox in thatit is super- 
sensitive and yet virtually fool- 
proof. Today, more than 17,000,000 
telephones in service, conveying 
73,600,000 messages daily, testify to 
its indispensability. 


The Bell System’s facilities re- 
quired to provide public service had 
a book cost March 31, 1926 of 
$2,626,270,553. 


This nation-wide plant and its 
nation-wide service underlie Bell 


System securities. 


The stock of the A. T. & T., parent company 
of the Bell System, can be bought in the 
open market to yield a good return. Write 
for booklet, ‘‘Some Financial Facts.”’ 


TELEPHONE 


SECURITIES CO. he 


D.EF. Houston, President 
195 Broadway NEW YORK 


“The People’s 
Messenger’’ 
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SEEKING NEW 
ON OUR RECORD 


STATEMENT OF CONDITION 
At the close of business, June 30, 1926 


ASSETS 


Loans and Discounts . . 


U.S. Bonds and Certificates 


Other Bonds and Investments . 


Banking House 
Acceptances . .. . 
Cash Due from Banks 
Other Assets . 


- $119,246,908.53 
6,036,982.96 
- 13,040,886.13 
1,500,000.00 
5,835,491.83 
39,736,787.43 
436,232.63 


$185,833,289.51 


LIABILITIES 


Capital Stock. . . 
Surplus. ..... 
Undivided Profits .. . 


Circulation 
Acceptances . ... 


Due to Federal Reserve Bank . 


Other Liabilities 
Deposits: 
Individuals . . . 
Banks. .... 


$4,500,000.00 
16,500,000.00 
2,035,691.03 


Reserved: Taxes, Interest, etc. . 


$23,035,691.03 
949,615.01 
343,997.50 
9,551,404.80 
5,000,000.00 
60,341.48 


- $110,447,985.67 
36,444,254.02 


146,892,239.69 
$185,833,289.51 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


result of this conference they will eventually 
obtain by common consent a uniform rate 
of interest of 3 per cent on time deposits. 
Ii this is not successful they expect to 
so create public opinion in favor of that 
proposition that the legislature of the state 
of Kentucky will declare it to be the public 
policy of the state that no greater rate of 
interest than 3 per cent be allowed. Ken- 
tucky bankers also hope that their action 
upon this important question will influence 
bankers in other states to do likewise. 


Our exports of agricultural machinery 
and agricultural implements during the last 
fiscal year had a value of $90,000,000, which 
sum was an increase of $27,000,000 over the 
previous year. More machine work in 
Europe means more prosperity and more 
purchasing power. 


New Charters 
(Continued from page 84) 


tion is needed, they are frequently given the 
answer that there is a lack of mortgage 
money or credit accommodation for real 
estate development; and while I regard a 
certain percentage of the bank’s assets in 
real estate loans desirable investments, I do 
not believe that that should be the para- 
mount reason assigned for a new banking 
institution. Often it will be found that the 
idea of a new institution has come from 
some disgruntled individual’ who believes he 
should have some credit accommodation at 
the bank or who believes that his credit lines 
should not be contracted in accordance with 
the ideas of the officials who have been 
carrying the account—to put it in other 
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words, a bank started by dissatisfied bor. 
rowers. This, as a foundation, can never 
make a successful bank. 

There are instances where bank applica. 
tions have been instigated in order to fyr. 
nish salaried positions to one or more of the 
incorporators, or are organized by attorneys 
anxious for business. ; 

Another class of new applications is banks 
being organized for the purpose of selling 
out. Such banks make an effort to quickly 
bring up a substantial line of deposits and 
then sell out with a handsome price for 
good will. This class, of course, can only 
operate in the larger communities and where 
branches are permitted. 

To finish my thought on the subject of 
investigations of proposed directors, I be- 
lieve it is advisable as part of the investiga- 
tion to get at least two banking references 
as to each and the most thorough confiden- 
tial inquiry should be made into the bank 
accounts carried by directors of proposed 
new institutions. If they do not check up 
properly on investigation, they should be 
dropped. No compromises should be made 
by a bank superintendent or supervisor 
which would place him in the position of 
authorizing a bank where he is in doubt 
about the standing of the members of the 
board of directors. In the investigation of 
the incorporators the bank references fur- 
nished, afford an opportunity for cooperation 
on the part of bankers. When inquiry is 
made of them by the bank superintendent or 
supervisor, it is to their own best interest 
to furnish him, in confidence, with all the 
information they have on _ subject 
whether it is good, bad or indifferent. 

There are other things which should be 
covered in the investigation of new banking 
institutions but I believe these are the im- 
portant phases. 

Summing up, I would say the superinten- 
dent of banks should satisfy himself that 
public convenience and advantage would be 
promoted by the authorization of a new in- 
stitution. 

Secondly, that the men who are to act as 
directors are men of standing in the com- 
munity and can be safely entrusted with the 
management of other people’s funds. 

In the State of New York we have ap- 
proximately 1200 institutions under the su- 
pervision of the banking department, not 
considering branches, which have resources 
aggregating nearly twelve billion dollars. 
This is far in excess of the total resources 
of national banks in the State of New York 
and is nearly 50 per cent of the total re- 
sources of national banks of the entire 
country. I cite these figures not to afford 
comparison but to justify the position I am 
taking on new state banking institutions, and 
that is that our system has grown to the 
point where a bank supervisor must at all 
times bear in mind that he should not bring 
into the banking family of New York State 
new banking institutions unless he is assured 
of their reasonable success; otherwise he is 
doing something that may prejudice the 
standing of existing institutions. So my 
word of caution is that we should go slow 
in authorizing new banking institutions and 
my views have been presented for the pur- 
pose of showing what I regard as the funda- 
mental principles that should be conformed 
to in passing on these questions. 
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Building and Loan 
(Continued from page 83) 


the following conditions: 1. The dividends 
must not be guaranteed but payable out of 
the profits only. 2. In case of loss or in- 
solvency the holders thereof may be entitled 
to no preferance or advantage over the other 
stockholders. 3. The issue of such stock 
must be incidental to the main business of 
the association and intended to provide a 
fund from which loans may be made to the 
holders of instalment stock. 

In Philadelphia, many associations, which 
have borrowed up to their full legal ca- 
pacity, resort to the sale of full paid stock 
to raise additional funds.- Stock used for 
this purpose is usually bought by the officers 
and directors or by real estate speculators 
who are to benefit by the loans made from 
the proceeds. There have been several cases 
in which officers have issued fraudulent full 
paid stock certificates to themselves to be 
used as collateral upon which to borrow 
money from banks. This stock did not ap- 
pear on the books and, of course, the De- 
partment had no knowledge of its existence. 

We also found a number of instances 
where notes of associations were used in the 
same way. In order to ascertain whether 
there were other cases of this kind, the 
Department called for a special report from 
each bank and trust company in the state, 
giving a list of all building and loan stock 
and notes held by them. On the same day 
we called upon all building and loan asso- 
ciations for special reports listing in detail 
all outstanding notes and full paid stock 
certificates. A thorough check of the items 
shown on these reports revealed a number 
of discrepancies which are at present being 
investigated by the examiners. 

I am strongly of the opinion that legis- 
lative action is needed in our state to restrict 
the issuing of full paid stock. 


Charging Premiums for 
Loans 


OXE of the distinguishing features of 
building and loan associations is the 
right to charge a premium in addition to 
interest at the legal rate. This privilege 
has been much abused in the past and it is 
to be hoped that it will eventually disappear, 
or at least be restricted to a minimum. 

Prior to 1913 the Pennsylvania law re- 
quired that all premiums on loans should 
be determined by actual competitive bidding. 

The act of April 29, 1874, provided that: 

“The said officers shall hold stated meet- 
ings, at which the money in the treasury, 
if ever the amount fixed by charter as the 
full value of a share, shall be offered for 
loan, in open meeting, and the stockholders 
who shall bid the highest premiums for the 
preference or priority of loan, shall be en- 
titled to receive a loan of not more than 
the amount fixed by charter as the full 
value of a share, for each share of stock 
held by such stockholder.” 

The act of May 14, 1913, permits loans 
to be made at a fixed premium without com- 
petitive bidding, provided the borrower 
agrees in writing to pay such premiums, 
and also provided the premium does not 
exceed 2 per cent per annum on the face 
of the loan. There is practically no com- 


petitive bidding for loans in Pennsylvania 
today, as most associations take advantage 
of the provisions of the act of 1913 and 
charge a fixed premium. 

A survey recently made under the direc- 
tion of the American Savings Building and 
Loan Institute shows that the actual inter- 
est rates paid by the borrowers vary from 
slightly less than 6 per cent in some of the 
New England states to over 13 per cent in 
some of the western states. The Pennsyl- 
vania rate is given as 7.283 per cent. 

In Pennsylvania building and loan stock 
usually has a par value of $200 a share, 
upon which monthly dues of $1 a share are 
paid. The average period of maturity is 
about eleven years. The non-borrowing 
stockholder therefore receives slightly over 
9 per cent simple interest on his invest- 
ment. This is equivalent to approximately 
7 per cent compound interest for the same 
period of time. In Pennsylvania simple 
interest is usually used in stating the rate 
of earnings. This is due to the fact that 
most associations divide profits according to 
the so-called “partnership” or simple inter- 
est plan, which has been approved by the 
State Supreme Court. 

In some few states, the supervisory au- 
thorities have prescribed uniform account- 
ing systems. The Pennsylvania law does 
not give the Department sufficient authority 
to enable it to prescribe standard forms. 
We have, however, instructed our exam- 
iners to discuss accounting methods with 
the officers of the various associations, and 
to recommend more modern systems where 
necessary. As a rule, the salaries of build- 
ing and loan officers are very small and as 
a result it is difficult to get them to install 
a modern system because of the additional 
work such a system would entail. Of late 
years there has been a tendency to increase 
the salaries of association officials to some 
extent, but we hope that increased compen- 
sation will result in increased efficiency in 
management. 


The Rush for Charters 


ROBABLY owing to the abnormal ac- 

tivity in the real estate market in Phila- 
delphia during the past few years, and the 
large profits the managers of building asso- 
ciations were reaping in the financing of 
real estate speculations, applications for the 
incorporation of new associations were filed 
with the state authorities at the rate of 
from 50 to 100 per month. 

During the year 1923, 692 associations 
were incorporated in Pennsylvania, 613 of 
which were in Philadelphia. Such an in- 
crease was wholly without justification. 
Under the law, however, the Department 
of Banking has no authority to pass on 
applications for charters. But in 1924, after 
discussing the matter with the Governor, he 
agreed not to order the issuance of Letters 
Patent for any association the application 
for which had not first been approved by 
the Secretary of Banking, after such in- 
vestigation as the Secretary might deem it 
necessary to make. 

During 1924, applications were refused by 
the score. As a result, new applications 
during 1925 dropped to 137, over 50 per cent 
of which were disapproved. No application 
is now approved unless we find a real need 
for the proposed association, and unless the 
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The Yale 
“‘Sealed-Key” Lock— 


A New Principle of 
Safe Deposit Security 


Here are the advantages: 


1. Your customers will re- 
ceive their keys in heavy fibre 
envelopes secured by metal 
seals—and the customers will 
testify, by their signature, that 
the keys were sealed. 


2. These locks have twelve 
tumblers giving forty-five 
thousand different key changes 
and the keys are of special 
corrugations which we reserve 
for safe deposits only. 


3. The locks are low priced, 
because they are not compli- 
cated, but they are so well 
made that we guarantee them 
to give full satisfaction. The 
advertising value brings busi- 
ness to the vaults where these 
locks are used. 


4. The key cabinets hold 
500 envelopes and will enter a 
5 x 10 inch box in your vault. 


Write for our “Sealed-Key” 
Lock Bulletin and a sample 
sealed envelope. 


The Yale & Towne Mfg. Co. 
Stamford, Conn., U.S. A. 
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debt losses. 


all times.” 


bad debts.” 


the question: 


Banker upon request. 


OF NEW YORK 


applicants are men of good moral character, 
reasonable business ability, and who agree 
not to charge commissions for loans or per- 
mit commissions to be charged by any one 
connected with the association. 


In conclusion, I desire to express my 
unqualified approval of the building asso- 
ciation idea, and my appreciation of the 
inestimable value this class of corporations 
has been in providing homes for our citizens 
and a method by which the spirit of thrift 
may be fostered and encouraged. At the 
same time, I desire to say that because of 
the very nature of the business of building 
associations, the law making bodies and the 
supervising authorities of the respective 
states should see to it that every safeguard 
necessary for the protection of investors in 
these corporations shall be provided. 


Banks Indorse 
Credit Insurance 


Representative banks in all parts of the country 
are recommending this great protective service 
for safeguarding their customers against bad 


A Leading Boston Bank writes: “Credit Insur- 
ance not only places merchants in a more favor- 
able position with reference to credit granting by 
their banks, but also gives evidence of a policy 
of conservatism in providing against failures at 


A Leading Bank of San Francisco writes: “A 
borrowing account carrying with it a measure of 
Credit Insurance on its receivables is a far better 
credit risk in every way than without.” 


A Prominent St. Louis Bank writes: “Inasmuch 
as the annual turnover of a merchant is several 
times the value of his stock on hand at any given 
time, it is of vital importance that his credit ac- 
counts be insured against unusual loss through 


A National Bank of New York writes: “We have 
incorporated in our financial statement blanks 
‘Do you carry Credit Insurance?’ ” 


Interesting literature, and any specific informa- 
tion about American Credit Insurance which 
may be desired, will be furnished gladly to any 


C The AMERICAN 


CREDIT~- INDEMNITY Co. 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


F. FADDEN, presiDENT 


Sound Economics 
(Continued from page 75) 


for controlling the price levels of commodi- 
ties through their rate-fixing policies, such 
as is contemplated in the Strong bill, intro- 
duced recently in Congress. 

This is but another effort to substitute 
through legislation a mechanical process for 
an economic law, in this instance the one of 
supply and demand. It is quite certain that 


in the normal functioning of a government 
banking system it must exercise an influence 
upon credit if it is to be effective, but it is 
equally certain that such an influence must 
come through the administrative wisdom 
employed in directing the system, and that 


prices, when and if affected thereby, are 
the results and not the purposes of such an 
act of administration. 

The act was passed as the means of af- 
fording certain underlying principles great- 
ly needed as a reformation to our banking 
system and to our system of currency. 

There has been much said about the dan- 
ger of the growth of installment selling 
and how its development is undermining 
our financial superstructure. 

It has come to stay, and the present gen- 
eration has the responsibility of finding the 
best way of grafting it onto our credit sys- 
tem with the greatest number of the ele- 
ments of inherent soundness. There seems 
but little doubt that it contains now both 
extravagance and abuse. These should be 
eradicated. If installment selling endures, 
they will be. 

We have urged the people to save for 
future needs. We have praised the frugal 
and held them up as examples to be emu- 
lated. Since the war particularly we have 
taught that thrift is an attribute greatly to 
be sought. There is no consistency in preach- 
ing this doctrine on the one hand and on 
the other encouraging an indulgence in buy- 
ing on the installment plan at a cost ranging 
from 15 to 40 per cent for the privilege. 
There may be relatively little difference be- 
tween buying an article out of the savings 
of the first six months’ period of posses- 
sion and out of the six months’ prepurchase 
period, but if one overbuys because the sys- 
tem renders it easy to make contracts, it 
must bear the blame, and such a condition 
is liable for the abuse. 

Another thing that is worthy of study 
is that of the future of the great trans- 
portation lines. Where is the money to 
come from for the expansion of the rail- 
road facilities which this country will need? 
I am wondering if we will be able to induce 
stockholders to undertake new enterprises 
under a system of limiting the returns. 


A Common Interest 


GRICULTURE is a basic industry. Its 
problems perplex the financial world. 
Men of affairs everywhere are vitally in- 
terested in their solution. There is no divi- 
sion of opinion that something should be 
done to improve the conditions of that in- 
dustry, but there is much conflict and di- 


- versity among the opinions as to how it 


should be done. There is but little ques- 
tion that there is a lack of balance between 
the cost of production and the proceeds of 
the products. The problem is not alone 
one of economics; it has become a political 
one as well, and in the halls of Congress 
we find a great many views as to the pro- 
posals for the aid of agriculture. 

Most of the bills offered contain some 
form of government subsidy. The banker 
believes that the situation cannot be solved 
permanently or satisfactorily by any such 
expedient. In the first place, he holds to 
the opinion that the farm problem is not so 
extensive as is pictured. Not all of the 
farmers are having difficulties. It is not a 
money-making industry. There have always 
been other compensations in the place of 
large profits for the producer on the farm. 
The best solution must come through an 
elapse of time hastened by whatever scien- 
tific knowledge may be found through the 


facilities of the agricultural colleges or the 
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experimental work of the Department of 
Agriculture of our own government, or 
through the economic advantages which may 
come through the operation of the various 
farm organizations. 

It seems quite probable that the future 
of the industry, if it is to sustain those who 
are engaged in it and furnish the necessi- 
ties of life for the world, must be divided 
into smaller units and under a method of 
more intensive production. This involves a 
better knowledge of both seed and soil. It 
will require the successful application of 
all of the sound principles of cooperation 
in the matter of grading, selling and mak- 
ing delivery. It is extremely doubtful that 
legislation which undertakes more than to 
support these principles will accomplish any- 
thing beyond adding to the state of confu- 
sion in which the industry finds itself to- 
day. It is as truly unfortunate as it is un- 
fortunately true that the demand for solu- 
tion by legislation is in a very large meas- 
ure political. Men and parties are prone 
to use the subject with a view to obtaining 
a vantage point in approaching campaigns. 

It is our duty and it should be our desire 
to throw the weight of our influence on 
the side of that course which appeals to us 
as having in it the best ultimate outcome. 
Let it be said to the credit of the members 
of both Houses of Congress that they seem 
to have followed such a course recently. 
They resisted all efforts toward a stampede 
in the interest of partisan politics on this 
basically important subject. 


New Books 


BRITAIN’S ECONOMIC PLIGHT. By 
Frank Plachy, Jr. 233 pages. $1.50. 
Published by Little, Brown & Co., Bos- 
ton, Mass. 


The cause of Great Britain’s present 
plight, according to this American writer, 
who has a _ banking background, is her 
failure to use the kind of economic intelli- 
gence necessary to turn her natural re- 
sources to the best account. This book 
attempts to show how the human element 
is at fault, as expressed in the “ca’ canny” 
policy of labor. It discusses the question 
widely raised a few months ago as to 
whether or not England ‘was done.” The 
author covers the British theory of unem- 
ployment, the coal situation, the cotton 
textile industry, her resistance to the adop- 
tion of the American methods of install- 
ment buying and quantity production, and 
other timely questions. 

The book is written in a sympathetic, but 
critical, style and explains in an interesting 
manner why Britain is in a slump. His 
finding is that England must impose a tariff 
on manufactured goods to get on her feet. 


PRACTICE AND EVIDENCE BEFORE 
THE U. S. BOARD OF TAX APPEALS. 
By Charles D. Hamel. 203 pages. $10. 
Published by Prentice-Hall, Inc., New 

York. 

The first chairman of this Board, which 
was created to decide tax questions, has 
written a manual intended for the occasional 
practitioner before the Board. The Federal 
law requires that the proceedings of the 
Board and its divisions shall be conducted 
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When minutes count 


UICK action necessary on 

a bond offering? Invest- 
ment quotations or other in- 
formation wanted? As swift as 
the click of a telegraph key our 
office in your locality gets in 
touch with our head office in 
New York or with the control 


office for your district. 


Back 


comes an answer, accurate, reli- 


able. 


Speed is but one phase of 
National City investment serv- 
ice which commends it to bank- 
ers and investment houses. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS 


SHORT TERM NOTES 


ACCEPTANCES 


in accordance with the rules of evidence 
applicable in the courts of equity of the 
District of Columbia, and the book points 
out the differences in these rules from those 
obtaining in Federal and state courts. The 
table of cases includes about 400 cases de- 
cided by the Board of Tax Appeals and over 
1200 cases decided by the courts. 


FINANCIAL ORGANIZATION AND 
MANAGEMENT. By Charles W. Ger- 
stenberg. 698 pages. $5. Published by 
Prentice-Hall, Inc., New York. 

This book tells how businesses acquire 
funds, how they use them and how the 
profits of business are distributed. It is 
practically a course in corporation finance, 
the author explains in a foreword, as given 
for a number of years at New York Uni- 
versity. There are thirty-five chapters in 


this book, which covers the wide range, 
from promotion, the forms of organization, 
the principles of borrowing, financing with 
various types of securities, capitalization, 
expansion, working capital, management of 
income, surplus and dividend policies, con- 
solidations, causes of failures and recon- 
struction of corporations. 


CREDIT ANALYSIS. By W. C. 
Schluter. 429 pages. $5. Published by 
Prentice-Hall, Inc., New York. 

The author discusses the methods and 
factors which cause a credit man to accept 
or reject credit to a buyer. It explains the 
relationship between credit risks and busi- 
ness conditions. How to analyze credit 
risks from interchange reports, financial 
statements and from neglected “elements on 
credit” is covered. 
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CYhe Promise 


of Lower Prices 
is Fulfilled — 


Lower Prices resulting from the consolidation in 
the Caterpillar Tractor Co. of the resources of its 
predecessor companies—the fulfillment of a‘pledge 
to pass on to purchasers the advantages of the new 


organization; 


Lower Prices—the logical result of savings in man- 
ufacturing costs and other economies of combined 


equipment and personnel; 


Lower Prices resulting from increased production; 
Lower Prices to invite new users in new fields and 
oldand tocut the costs of “Caterpillar” performance; 


And better tractors, that result from the team-work of skilled 
engineers, improved production equipment and watchful ex- 


periment in factory and field. 


In his Annual Report to Stockholders of the Caterpillar Tractor Co., 
its President made this statement on December 31, 1925: 


66 Your management is gratified to report good progress 
in the matter of co-ordinating the manufacturing 

facilities at various plants, with consequent 

substantial economies, justifying the belief that 


REDUCED PRICES 
Effective June 15, 1926 


Former New 
Prices Prices 


Sixty $5500 $5000 


F. O. B. San Leandro or Peoria 
5-Ton _ $3650 $3250 
F.O. B. Peoria 


Thirty $3400 $3000 


F.O. B. San Leandro 


2-Ton $1050 $1850 
F.O. B. Peoria 


There’s a “Caterpillar” Tractor Dealer near you 


CATERPILLAR TRACTOR Co. 


Executive Offices: San Leandro, California, U.S. A. 
Factories: Peoria, Illinois - San Leandro, California 
. New York Office: 50 Church Street 


HOLT 


CATERP(LIA 


Successor 
BES C. L. Best The Hoh Manufac- 
Tractor Co. ‘uring Company 


Kansas Bankers Special 


T leasf® nine special trains will be run 
from the various sections of the United 
States to transport bankers to the fifty- 
second annual convention of the American 
Bankers Association at Los Angeles. 
Definite announcement that the Kansas 
Bankers will operate a special train has been 
made. The special will leave Kansas City 
about 9 o’clock on the: morning of Septem- 
ber 29, traveling on its own schedule. It 
will arrive at Los Angeles about 5 o’clock 
p. m. on Saturday, October 2. There will 
be four stopovers en route, at Santa Fe, 
Albuquerque, Grand Canyon and Riverside. 
On the return trip passengers may have 
their choice of any direct route without 
extra fare. Reservations are being handled 
by the Secretary of the Kansas Bankers 
Association at Topeka. 


Management Week 


HE national saving that has been made 
through the elimination of waste in pro- 
duction and distribution is to be emphasized 
this fall when Management Week, October 
25-30, is to be devoted to a review of the 
accomplishments during the past five years. 
The Department of Commerce is to take 
a part in the movement. By the elimination 
of unnecessary dimensions and varieties in 
a multitude of commodity, the government 
has, in cooperation with various industries, 
sought to cut down the national waste. In 
the banking world, an agreement for a re- 
duction in the number of bank checks and 
the simplification of the notes and drafts 
was reached that is expected to save several 
million dollars annually. 
Local committees are to be designated in 
various cities throughout the country. 


Condition of Business 
(Continued from page 92) 


farmers in the West, where land is more 
easily cleared of trees and rocks, where soil 
and climate are somewhat more favorable, 
Thus the corn-belt farmers would lose this 
important market for grain which they now 
enjoy. 


Tariff Protection for Agri- 
culture 


HE alternative to the subsidy is the 

tariff. “Protect all industries, agricul- 
ture included, or protect none!” is the {a- 
miliar slogan. The opinion seems to pre- 
vail in some quarters that the prosperity 
of American industry is due to the benefit 
of a protective tariff, and that agriculture 
has not been given a square deal in this 
respect. 

As a matter of fact, there is and has been 
for many years an import tariff on the lead- 
ing agricultural products. A study of the 
present Tariff Act, which has been in effect 
since 1922, shows the following rates on 
twenty principal agricultural commodities, 
together with the prevailing wholesale prices 
(New York markets), showing the percent- 
age of duty. On April 6, 1924, the sched- 
ule on wheat was increased from 30 cents 
per bushel to 42 cents. 


Per cent 
Duty Price of duty 
Corn, bu. $ .15 $ .96 15.6 
Wheat, bu. -42 4.57 26.8 
Hay, ton. 4.00 29.00 13.8 
Potatoes, 100 lb. .50 2.90 17.2 
Oats, bu. oA 51 29.4 
Tobacco, wrapper, Ib. 2.10 3.00 70.0 
Tobacco, filler, Ib. 35 .90 389 
Barley, bu. .20 .90 222 
Flaxseed, Ib. .40 2.56 15.6 
Rye, bu. 335 1.15 13.0 
Rice, Ib. 01 .04 25.0 
Apples, bu. 25 1.35 18.5 
Cattle, Ib. .015—.02 10 15-20 
Swine, Ib. .005 33 3.9 
Sheep, head 2.00 11 “= 
Milk, gal. .025 .40 6.2 
Butter, Ib. .08 41 19.4 
Cheese, Ib. .05 21.7 
Poultry, Ib. .03 .30 10.0 
Eggs, doz. .08 .27 29.7 


Certainly these schedules do not bear out 
the claim that agricultural products have 
been neglected in framing our tariff pro- 
gram. The twenty commodities listed above 
carry duties averaging 20 per cent. There 
is a similar tariff on manufactured and pre- 
pared meats, fish, cereals, canned and pre- 
served fruits and vegetables, and other food- 
stuffs of every description. Thus the Ameri- 
can farmer is protected from foreign pro- 
duction in both the crude and finished form. 

But this high tariff wall is of negligible 
effect on general prices and production of 
American agricultural products, for the rea- 
son that in these commodities we have a 
large surplus of exports. The imports of 
food products are of limited quantity, and 
are mainly Canadian wheat used for blend- 
ing, long-staple Egyptian cotton, and com- 
modities which are not grown in this coun- 
try, or else fancy brands for which there 
is a demand on the part of wealthy Ameri- 
cans and families of foreign extraction. 

A tariff is effective only on commodities 
in which there is a large import trade, in 
which case it raises the domestic price by 
the amount of the duty and thereby gives 
the domestic producer an advantage. But 
when the balance of trade is outward, the 
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domestic prices are fixed by the transactions 
in world markets, transportation charges 
considered. 

The sooner the middle-western farmers 
come to realize that the only basis for their 
permanent prosperity is to follow sound 
business principles instead of artificial 
schemes of regulation, the better it will be 
for all concerned. The bankers throughout 
the agricultural sections have an opportunity 
and a duty to help spread sound doctrines 
to counteract all the illogical, uneconomic, 
visionary, Ccommunistic and other talk best 
characterized as “bunk,” with which some 
leaders are trying to stir up discord and 
make capital out of impossible “relief pro- 
grams.” 

The banker who lends money to a farmer 
should take an interest in that farmer’s plans 
as to crop plantings, efficiency of cultivation 
and harvesting, methods of marketing, pur- 
chase of additional land, manner of keep- 
ing accounts and records. If a farmer raises 
only one crop and there is a slump any 
particular year, he is hard hit; but if he 
raises a diversity of crops, he has several 
‘others to fall back on. The successful 
farmers are coming more and more to real- 
ize the value of supplementing grain grow- 
ing by keeping dairy cows, raising poultry, 
having a fruit orchard and a truck garden. 
3ankers who have conducted contests among 
the farmers in their sections introducing pure 
bred cattle, giving prizes for pig raising, 
etc., have set a splendid example. There are 
also possibilities in the cooperative market- 
ing organizations if properly organized and 
managed. 

The banks in districts which were hit by 
a deflation in farm land values are still 
a long way from being liquidated. If any 
large number of farms in a locality were 
to be thrown on the market at forced sale 
under mortgage foreclosures, it would un- 
doubtedly establish a new level of values 
lower down and thus reduce the equity of 
other farmers who owe mortgages and have 
banks loans in addition. The situation is 
one that requires continued patience and the 
most careful handling. 


Foreign Trade 


1 constant improvement in world eco- 
nomic conditions, in spite of the labor 
troubles in England and financial difficulties 
in other European countries, is reflected in 
the figures covering the foreign trade of 
the United States during the year ended 
June 30, which also show the effect of our 
creditor position. Total merchandise’ ex- 
ports, valued at $4,754,058,000, were $111,- 
000,000 less than for the preceding twelve 
months, the decline of 2.3 per cent being due 
principally to the smaller shipments of wheat 
and cotton. Total merchandise imports, 
valued at $4,466,614,000, were $642,000,000, 
or 16.8 per cent, larger than the year before, 
due mainly to record importations of silk 
and rubber at high prices. The excess of 
exports over imports was only $287,000,000, 
compared with $1,040,000,000 in the preced- 
ing year; but the period from July to De- 
cember, 1925, brought an export balance of 
$382,000,000, while the six months, January 
to June, 1926, resulted in an import balance 
of $97,000,000. 

_ The following totals in dollars of our 
foreign trade for the last ten years show 


Polishes As Well 
As It Scrubs! 


Here is a machine you can use to wax and polish a linoleum 
or wood office floor or to scrub a tile corridor, marble bank 
floor or floor of any kind. 

The FINNELL Electric Floor Machine is one of the handiest 
all ’round pieces of equipment ever used in an office building. 
It is large enough to work rapidly over large areas. It is 
light enough to be as easily operated by a woman as by a 
man. Yet it applies a scrubbing pressure of 33 pounds, which 
may be increased for polishing up to 50 pounds. It goes into 
corners, between desks, under anything with 6 inches clear- 
ance above the floor. 

There are several models of the FINNELL. Whatever the 
size of your building, there is a FINNELL adaptable to your 
needs. Write for booklet, “Your Questions Answered by 


Users.” 
FINNELL SYSTEM, Inc. 


128 N. Collier Street, Hannibal, Missouri 


Floor Machine Headquarters for 20 Years 
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STANDARD BANK BLDG., OTTAWA, ONT., CANADA 
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Public Securities 


Real Estate 


Surplus Fund 
Undivided Profits 


Acceptances 


Deposits 


investment abroad. 


can industries. 


U. S. Foreign Trade 
000,000 omitted 


Calendar 
Year Exports Imports Total 
1916 5,483 2,392 7,875 
1917 6,233 2,952 9,185 
1918 6,149 3,031 9,180 
1919 7,920 3,904 11,824 
1920 8,228 5,578 13,806 
1921 4,485 2,509 6,994 
1922 3,832 3,113 6,945 
1923 4,168 3,792 7,960 
1924 4,591 3,610 8,201 
1925 4,909 4,224 9,133 


1926* 2,207 2,304 4,511 


*6 Months ended June 30. 
+Balance of imports. 
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Condensed Statement, June 30, 1926 


RESOURCES 


Loans and Bills Purchased 
Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches 
Credits Granted on Acceptances 


Accrued Interest and Accounts Receivable. . 


Cash on Hand, in Federal Reserve Bank 
and Due from Banks and Bankers 


U. S. Government Bonds and Certificates. . . 


$124,912,436.67 
35,994,453.73 
13,872,124.38 
23,805,702.20 
386,102,250.95 
2,049,000.00 
2,105,448.60 
40,369,176.59 
8,065,960.26 
7,226,205.42 


$644,502,758.80 


LIABILITIES 


Accrued Interest, Reserve for Taxes, etc... 


Outstanding Treasurer’s Checks 


how we are recovering from the after-war 
slump, and how in the future we must ex- 
pect an eXcess of imports over exports, since 
this is the only way in which we can collect 
interest and dividends on our present large 
This will entail some 
readjustment on the part of certain Ameri- 


Balance of 
Exports 


$48,250,452.15 


4,721,839.71 
40,369,176.59 
31,173,765.39 
519,987,524.96 


$644,502,758.80 


Money and Banking 


S was expected, the large mid-year de- 
mand for interest and dividend pay- 
ments was handled without any disturbance, 
and since that time rates have been easy, 
with a firm undertone and little fluctuation. 
The June 30 statements of condition showed 
the banks of the country in extremely strong 
shape, with aggregate deposits practically 
unchanged from the first of the year and 
slightly above June 30, 1925, and bills pay- 
able and rediscounts conspicuous by their 
absence. 


The failure of approximately eighty banks 
in Florida and Georgia during the last two 
months is said to have grown out of purely 
local conditions, and it has had no serious 
effect on the general business situation. 
Most of these banks were affiliated, and 
when the institution controlling the system 
was placed in receivership they were forced 
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to suspend. The other failures were inde- 
pendent banks, which were operating with 
limited capital and were not prepared to 
withstand the recession in the real estate 
boom there. A number of banks have since 
reopened. 

At the beginning. of August the follow- 
ing rates are prevailing in the New York 
market: Commercial paper, prime names, 
4 per cent; other names, 4% per cent. Col- 
lateral loans, call, 5 per cent; time, 41%4~— 
3% per cent. Prime bankers acceptances up 
to 90 days, 3%—% per cent; call loans 
against bills, 344 per cent. There were no 
changes in the Federal Reserve rediscount 
rates during the month, the New York rate 


being 3% per cent and the other eleven banks 
4 per cent. 


The Bond Market 


GX ERAL bond prices have not shown 
any appreciable change, except possibly 
a slight sagging tendency. Trading con- 
tinues active, and July was another month 
witnessing quite a large volume of new 


offerings, of which the following are the 
more important: 


$25,000,000 Gatineau Power Co., Ist 5s, due 1956 
Price 94, to yield 5.40 per cent. , 
$20,000,000 Mortgage Bank‘ of Chile, gtd. s.f, 
634s, due 1961, price 99%, to yield 6.80 per 


cent. 
$18,500,000 West Penn Power Co., Ist 5s G, due 
_ 1956, price 100%, to yield nearly 5 per cent. 
$15,000,000 Saxon Public Works, Inc., ermany, 
gen. and_ ref. 6%s, due 1951, price 91%, to 
yield 7.24 per cent. 
$15,000,000 Wabash Railway Co., ref. and gen. 


5s B, due 1976, price 95%, to yield 5%4 per 
cent. 


$15,000,000 Silesian-American Corp., col. tr. 7s, 
due 1941, price 94%, to yield 7.60 per cent. 

$14,500,000 Central Power & Light Co., 1st 5s, due 
1956, price 96, to yield 514 per cent. 

$12,500,000 Gatineau Power Co., s.f. deb. 6s, due 
1941, price 991%, to yield 6.05 per cent. 

$12,000,000 Florida Power & Light Co., Ist 5s, 
due 1954, price 95, to yield 5.35 per cent. 

$10,000,000 Fiat Co., Italy., s.f. deb. 7s, due 
1946, price 93, to yield 7.69 per cent. 

$10,000,000 Toho Electric Power Co., Ltd., Japan, 
6 per cent notes, due 1929, price 981%, to yield 
6.55 per cent. 


$10,000,000 Free State of Bavaria, Germany, ext. 
s.f. 6'4s, due 1945, price 9234, to yield 7.20 
per cent. 


$8,766,000 City of Pittsburgh, serial 4%4s, due 


1927 to 1946, prices to yield 3.750 to 4.025 
per cent. 


$8,720,000 Long Bell Lumber Co., Ist s.f. 6s, due 
1943 to 1946, price 97, to yield 6%4 per cent. 
$8,000,000 Seaboard Air Line Ry., 1st and con. 


6s A, due 1945, price 95%, to yield 6.40 per 
cent. 

$8,000,000 Connecticut Light & Power Co., Ist 
and ref. s.f. 4%s C, due 1956, price 9514, to 
yield 4.80 per cent. 

$7,500,000 Lincoln Hotel Properties, 1st s.f. 614s, 
due 1941, price 100, to yield 6% per cent. 

$6,000,000 Public Service Co. of Colo., deb. 6s, 
due 1946, price 99, to yield over 6 per cent. 

$6,000,000 Province of British Columbia, Canada, 
Serial 4%4s, due 1927 to 1956, prices to yield 
4.20 to 4.80 per cent. 

5,500,000 Southern Cities Utilities Co., 1st 6s A, 
due 1951, price 100, to yield 6 per cent. 
$5,500,000 Derby Gas & Electric Corp., 1st 5s, 
due 1946, price 95, to yield 5.40 per cent. 
$5,500,000 Bankers Bldg., Chicago, 1st 6%s, due 

1951, price 100, to yield 6% per cent. 
$5,000,000 Bankers Bldg., Chicago, 5% per cent 
land trust certificates, at par. 
$5,000.000 Dallas Railway & Ter. Co., Ist 6s, due 
1951, price 9614, to yield 61%4 per cent. 


The Outlook Satisfactory 


AKEN in all, it appears that one may 

confidently expect that business during 
the remainder of 1926 will be at least good, 
with the hope that it will carry over into 
next year. Those particularly favored basic 
industries, namely, iron and steel, building, 
automobiles and petroleum, which by their 
long protracted supra-activity have provided 
the backbone of the country’s present period 
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of prosperity are still giving good accounts 
of themselves. The majority of the less 
important industries are likewise operating 
at a satisfactory rate and on a satisfactory 
price level. Real depression exists only in 
the sugar, leather, coal, textile and cloth- 
ing lines. 

The stock market has been rising for 
several weeks up to the record peak again, 
and there is evidence that it is now in a 
sensitive condition. If such reactions as 
are expected from time to time should de- 
velop into severe breaks, this would prob- 
ably cause a loss of confidence on the part 
of the business public generally. The pres- 
ent cycle of prosperity has already extended 
over a longer period than is customary, 
if one will review our financial history, but 
many believe that it may be extended in- 
definitely so long as there is maintained a 
proper balance between the various indus- 
tries and groups of people as regards wages, 
prices, profits, etc. Notwithstanding cer- 
tain admittedly sore spots, the business 
structure is in a strong condition, and there 
is no serious depression in sight; however, 
the present is not a time for rapid expan- 
sion, but rather for conservative plans and 
careful management. 


North Dakota 
(Continued from page 98) 


petitors assured absolute safety with inter- 
est at 2 per cent. Perhaps an even more 
difficult situation was created by the sale by 
the government during this period of Treas- 
ury Savings certificates, limited to $5,000, 
but paying 4 per cent compounded and 
aggregating almost 4% per cent; these cer- 
tificates were sold at the post offices, and 
doubtless absorbed hundreds of thousands 
of dollars, which were either drown direct- 
ly from or otherwise would have been de- 
posited in the private banks. 

I have endeavored in the foregoing to de- 
scribe briefly some of the factors making 
up the general condition existing at the time 
the deflation period began, and there re- 
mains, to fill in the picture, the necessity 
for but a brief reference to the operations 
of deflation in this state. 

For some years prior to the summer of 
1920 the price of grain had been fixed by 
the Federal government. The price was 
fairly remunerative, by reason whereof, un- 
der the urging of the government, our 
people had engaged in grain farming to a 
degree that was beyond the normal; it was 
a forced growth. 

When the Federal government abolished 
the fictitious price for grain, there was a 
temporary advance, thus encouraging our 
farmers to believe that in the future the 
price would be no less, at least, than it had 
been under governmental control. The prom- 
ise, however, of higher prices was not kept, 
for, later in the summer of 1920, there be- 
gan a persistent dropping of grain values 


which by November had become almost per- 
pendicular. 


The 1920 crop had been raised under the 
greatest expense; prices of labor, seed, ma- 
chinery, and all of the other elements enter- 
ing into the cost of production were at the 
peak, 


Political propaganda had its effect. Con- 
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FREE 


EVERSE the tables a minute—you are 

one of your bank’s best prospects. Your 
bank has been advertising to you by various 
means for years—none has turned the trick. 
Then one day you get this ad. For the first 
time a definite impression is made. 

Day after day it comes up to remind 
you. Then a courteous representative calls. 
You see him. Pretty soon you get together. 
After‘ that you are a regular depositor. 
Your bank has made an important friend. 
They found the way to reach YOU—who, 
for the moment, were nothing but a pros- 
pect. 

* * * 
What is this new way? you ask. It is the 
Autopoint Pencil, an advertising medium 
whose results extend over a period of years. 
Whose cost figures out a few pennies a 


See coupon below 


to Bank 
Officers 


A beautiful sample 
Autopoint Pencil A 


If YOU were your customer, wouldn’t 


You like to be advertised to this way? 


Consider this new advertising method, proved by the one real test 
—RESULTS. Then consider it in terms of your own business 


man who cannot buy—the waste circulation 
of magazines you’re not interested in. 

Autopoint has been adopted as an im- 
portant item of their advertising by scores 
and hundreds of the biggest banks, manu- 
facturers, selling organizations, etc., in 
America. Their repeat orders prove its 
value. Overwhelming evidence testifies to 
the results it brings. 

Your Ad on “The Balanced Pencil” 
Millions of Autopoints have been used, in 
varying qualities and kinds, with banks’ 
or firms’ names stamped upon their barrels, 
to carry the message of better sales results, 
of more economical advertising. 

Autopoint is the only pencil made of 
Bakelite, the feather-light, Gibraltar-strong 
composition that comes in the widest range 
of beautiful colors and effects. 


year. It 


Autopoint’s 3 Exclusive Features 


Cannot ‘“‘jam’’—protected by an exclusive 


patent. 


Bakelite 
material—cannot 
burn. 


barrel—onyx-like, 
dent, split, 


But one simple moving part. 
complicated to go wrong. No 
no bother. 


Better Pencil” 
Autopoint Company 
4619 Ravenswood Ave. 


Chicago, Illinois 


Clip the Coupon and 
MailNOW! 


siderable quantities of the crop would have 
been sold at prices that would have mini- 
mized the losses, but the farmers were urged 
to hold their grain so that the 1920 crop was 
ultimately sold at not much in excess of 
probably one-third of the price at which it 
ought to have been sold. 


The Security Evaporates 


ARMERS and business men had _ bor- 

rowed from the banks upon the strength 
of the earlier prices, and, as the price de- 
clined, the security evaporated; the bor- 
rowers were unable to pay the bank; they 
required the money they had on deposit to 
pay operating expenses. The result was 


is a way which eliminates the 


lightweight 
tarnish 


Nothing 
repairs, 


or 


There are no screw threads to break, no 
doubtful mechanism to jam. In fact, Auto- 
point exclusively uses a “‘one-moving-part” 
mechanism that is unqualifiedly guaranteed 
for the life of the pencil. 

Send the Coupon Now—for Yours 
There is a grade of Autopoint for every 
use—a size for every need. See them at 
any stationer’s. Officials of banks are in- 
vited to mail the coupon NOW for attrac- 
tive Autopoint with their name stamped on 
it, and interesting new literature and price 
lists. There’s no obligation. 

Learn NOW about this amazing method 
of getting new business—a way to advertise 
for many who have considered advertising 
too costly. 


6 


AUTOPOINT COMPANY 
4619 Ravenswood Ave., 


For Bank Officers 
Chicago, Ill. 


Without obligation, please rush sample Autopoint Pencil, 
your business-building gift proposition, prices of pencil 
and stamping, and full information. I attach business 
card or letterhead. 


Name 


Address 
(JABA-S8) 


that the loans and discounts were frozen, 
while the deposits departed. From June to 
December, in 1920, the loss in deposits was 
$21,000,000, and in but one year, to June, 
1921, $33,000,000, or 27 per cent. In eighteen 
months the banks lost almost 33 1/3 per cent 
of their deposits, while the loans and dis- 
counts were not reduced in proportion. The 
banks were forced to borrow enormous 
sums, reaching at one time as high as 250 
per cent of the capital. 

The reduction in the price of wheat was 
reflected in the value of all classes of prop- 
erty, including farm lands, horses, cattle, 
machinery, etc. Bankruptcies, particularly 
among the farmers, were vastly increased. 


During the pre-war years, of all bankrupt- 
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SECURITIES 


60 Wall St. 


BRANCHES IN 


Gilbon, Read ¥ Co. 


cies, the farmers averaged not to exceed 
about 22 per cent, and this percentage in- 
creased in North Dakota in 1922 until the 
percentage of farmer bankruptcies was 78.5 
per cent of the total number of bank- 
ruptcies. 

Land values in North Dakota had not in- 
creased in proportion to such values in other 
surrounding states as, for instance, in Iowa, 
southern Minnesota, Illinois, and elsewhere ; 
in fact, it seems to be generally agreed that 
there was no land boom in North Dakota. 
Notwithstanding which fact, by reason of 
the collapse of income, the inability to pay 
taxes and interest with the ensuing fore- 
closure of mortgages, and for other reasons 
there was a very marked and decided decline 
in farm land values. Second mortgage se- 
curities lost their value. There was no 
equity to protect when the first mortgage 
was foreclosed, and even if there remained 
such an equity, in a majority of the cases 
the banks were without means sufficient to 
protect themselves, with the result that they 
suffered enormous losses from the collapse 
of second mortgage security values. 


Henry L. Dokie 


Build a Small Fortune 
with #20 a Month! 


Let us explain how $20 a month invested in Cities Service Com- 


Clip and mail the coupon for full information. 


DEPARTMENT 


& Company 


New York 


‘PRINCIPAL CITIES 


effect of new business practices 
upon the validity of the forecasts. indicated 
by the accepted business barometers,” warns 
the American Exchange, Pacific National 
Bank of New York, in its August letter. 
“As has recently been demonstrated, the in- 
fallible barometers of a few years ago have 
ceased to be infallible—the glass indicated 
major disturbances, but the general weather 
continued fair and warmer. The truth about 
the so-called business barometers is that 
they are not, in a general sense, barometers 
at all. 

“Even in the old days, when they seemed 
to accurately forecast a coming storm or 
fair weather, the barometers were more like 
matches or cigarette ends applied to rubber 
balloons than they were like barometers— 
they simply set the explosions off. In order 
to have an explosion you must first have an 
explosive, and that is what the general busi- 
ness situation has lacked—the business prac- 
tices which tend to synchronize production 
and consumption do not generate the gases 
that cause spontaneous or ready combustion. 
Any explosions that occur, such as those in 
the stock market and elsewhere, are likely 
to be local in character. 

“Almost any market can overreach and 
be called upon to pay the penalty of its 
eagerness without seriously affecting the 
Few people realize the 


6 EADERS of the business weather 
R will do well if they consider the 


general situation. 
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Business Barometers Not Infallible 


pany Preferred Stock, on the basis of its present price, can grow 
in about 20 years to more than $10,000. 


Please send me your booklet, “Safety 


and 7% for Your Money.” (PA-22) 


truth of that statement. A few years ago 
it would not have been a true statement. 
The slightest pressure from any direction 
formerly sent the entire house of cards 
tumbling. But this no longer happens. It 
does not happen, even though the psycho- 
logical factor, that is, a still fairly general 
belief in the infallibility of the business ba- 
rometers, continues to favor a tumble. 

“On the face of things, the ability of the 
general business situation to resist the un- 
favorable influence of impaired confidence 
is the most remarkable feature of the new 
stability, but actually this feature of the 
situation is not remarkable at all—it is a 
natural consequence of the new _ business 
practices. Where there is no explosive, there 
can be no explosion—where stocks of goods 
are low, just a little ahead of the consump- 
tive demand, and credit conditions are sound, 
even a lack of confidence in the situation 
will not produce a major reaction. 

“Recent experience in these matters calls 
for extensive revisions of accepted ideas. 
The business man who makes a study of 
practices in 1926 in comparison with those 
of 1920 will fortify himself against the 
worries which usually accompany periods of 
disturbance, even when the disturbances are 
minor in character. In addition to being 
better organized and controlled, the produc- 
tive machinery of the country is more near- 
ly fully employed, and the day is not far 
distant when the country will have to add 
to its facilities. 
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Instalment Buying 
(Continued from page 86) 


sound practices, reduction of profits, elimi- 
nation of weak and poorly managed com- 
petitors, consolidations and gradual placing 
of the line of business upon a more perma- 
nent and a sounder basis than ever. The 
business of finance companies is no excep- 
tion and is now in the period of elimina- 
tion and consolidation. 


Tests of Soundness 


HERE can be no doubt as to the sound- 

ness of instalment buying of machinery 
or other articles which pay for themselves 
through saving in labor, time, expense, or 
through increased production or efficiency ; 
or as to the unsoundness in the purchase of 
articles usually consumed or made worthless 
before being paid for. 

There should be no doubt as to the sound- 
ness of instalment buying by deserving in- 
dividuals of many articles which add to 
their convenience, comfort, education, health, 
recreation or pleasure, provided that: The 
character and credit of the purchaser and 
his ability to pay the amount involved out 
of his current income or means is pre- 
determined by investigation; the article 
bought will upon normal repossession at 
any time realize approximately the unpaid 
balance due thereon; the down payment is 
sufficient to assure the purchaser a substan- 
tial equity therein and thereby give him a 
sense of ownership and not of rental of 
the article; the maximum maturity is kept 
well within the useful life of the article 
and the probable period of continued em- 
ployment of the purchaser in his present 
position; the article be repossessed promptly 
upon failure of the purchaser either to pay 
or secure the amount owing thereon as and 
when due; as to automobiles the minimum 
down payment is one third of the cash de- 
livered price and maximum maturity about 
twelve months, payable in equal monthly 
instalments. 

Great care shculd be used to prevent the 
purchaser from incurring an obligation out 
of proportion to his ability to pay. The 
public should be shown that low down pay- 
ments and long terms encourage the pur- 
chaser to buy a new instead of a used car 
or a higher priced new car than he should 
buy. Credit is properly an individual mat- 
ter based upon character, moral standing, 
location, occupation, length of time in pres- 
ent position, number of dependents, etc., 
quite aside from current income or other 
means. 


FUNDAMENTALLY sound credit is 
one where the purchaser is expected to 
be able to pay his obligation without the in- 
dorsement or guarantee of anybody, whether 
the seller or otherwise. If credits are 
passed with this thought and the principles 
herein set forth always in mind, there is no 
need for the indorsement or guarantee of 
the dealer. A company which buys such 
obligations without recourse must, however, 
be set up very differently than otherwise 
and be in much closer touch with the pur- 
chaser as well as receive a higher rate for 
the extra expense of handling such paper 
and the increased risk thereon. 
The average instalment obligation at* time 
of purchase is less than $500 and it is cer- 
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tainly fundamentally sound to purchase such 
paper secured by liens on the articles but 
without regard to the guarantee of the 
dealer. Such guarantee frequently involves 
his efforts to influence acceptance of un- 
sound credits or the embarrassment of ad- 
vising the dealer that even with his guar- 
antee such paper is not acceptable when 
added to other paper previously bought 
from him. 

The economic position of receivable fi- 
nance companies was definitely established 
in January, 1923, by the Federal Reserve 
Board, Division of Analysis and Research, 


in an article which stated in part: 


“There are in the United States a vast number 
of companies and individuals whose resources, or 


apparent credit risk, do not measure up to the 
standard required by banks. It is largely these 
that the finance company is called upon to finance. 
It does not necessarily follow that such subjects 
are not good credit risks, but merely that in so 
far as the bank is able to investigate, they do not 
fulfill the usual requirements. In addition, pay- 
ments of the loans made to this class may be 
spread over a longer period than that for which a 
commercial bank will advance funds. The pay- 
ments, too, are probably in small lots, such as in- 
stalments, which must be carefully watched and 
collected when due. . . 

~, . Finance companies, however, by deal- 
ing “only with this class of customers can charge 
more without causing dissatisfaction among cus- 
tomers. This increased income enables it to carry 
the investigation further and to protect itself in 
making a loan, and also to watch developments 
after the loan is made. In short, finance com- 
panies are an intensified part of our commercial 
banking system.” 


(Continued on page 120) 
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CAUTION 


To the Bankers 
Who Plan to Attend 
the A. B. A. Convention 


DON’T make any plans for Convention Week in 
Los Angeles which involve your leaving before late Fri- 


day night, (and Saturday would be better.) While there 
will be no competition with the important sessions of 
the Convention, the Entertainment Committee has pro- 
vided so much, and it will be so good that it is going 
to take every minute of the time up to Friday night to 
enjoy it all. So if your committeeman says “The Special 
Train will leave Friday,” tell him “Nothing doing! We 
want to STAY “TIL SATURDAY!” 


LOS ANGELES CLEARING HOUSE ASSOCIATION 
Los Angeles, California 


(From page 119) 


Savings Not Affected 


DMITTEDLY, the large increase in 
instalment buying has taken place dur- 
ing the last six years, also probably 60 per 
cent of the entire volume of merchandise 
instalment buying is confined to motor ve- 
hicles, new and used. The total registration 
of motor vehicles in the United States in 
1920 was 9,231,941, and in 1925, 19,954,347. 
As it is conceded that 75 per cent of all 
motor vehicles are sold on time, it is im- 
portant to study the effect of such tremen- 
dous increased expenditure upon the sav- 
ings of our country during said six years, 
as follows: 


FIFTH and SPRING + LOS ANGELES 


A. B. A. 


Convention 
Los Angeles, Oct. 4-7 


Number of savings depositors 

Amount of all savings deposits 

Number of building and loan associations 
Memberships in building and loan associations 
Assets of building and loan associations 


Assets of American life insurance companies 


Number of policy holders 
Average wealth per capita in the United States 


OU are cordially 
invited to attend 
the forthcoming Con- 
vention, and to make 


your headquarters at 
this Bank. 


Our present wage scale is 125 per cent 
above pre-war rates while our present cost 
of living is only 75 per cent over pre-war 
prices. This means that a flat 50 per cent 
extra of our entire pre-war wages is now 
left free either for additional savings or 
spending. 

The instalment plan of purchase of Lib- 
erty Bonds through systematic saving un- 
doubtedly is largely responsible for the great 
increase of miscellaneous instalment buying 
of all kinds since the war. The statistics 
cited clearly show that such increase, how- 
ever, has not been at the expense of either 
the thrift or wealth of our citizens. 


FIFTH AND SPRING 


CITIZENS 


NATIONAL BANK 


LOS ANGELES 


Premium income of American life insurance companies 


August, 1926 


Purchases of Instalment 
Paper 


CAREFUL survey shows that there 

are 821 finance companies actively en- 
gaged in the financing of motor vehicles, 
many of which also finance other merchan 
dise receivables. Of this number, 377 com- 
panies as of December 31, 1925, report total 
cash capital, surplus and undivided profits 
$206,927,248, and approximate instalment re- 
ceivables outstanding covering all kinds of 
merchandise, excluding real estate and land 
contracts, of $520,815,834, with approximate 
total purchases of such instalment paper 
during 1925 of $1,041,495,153. 

For a long time I have felt that the gross 
volume of merchandise instalment buying 
has been greatly exaggerated, very wide 
publicity having been given to many instal- 
ment sales plans which produced little ac- 
tual business but a large amount of cash 
and short term credit business through the 
interest aroused. The actual figure herein 
of 377 finance companies, which includes all 
of the larger companies, rather definitely 
confirms my views. The average amount 
owing at any one time on instalments, it is 
clearly indicated, has not exceeded three 
billion dollars. 

The Commercial Credit Company was or- 
ganized by me June 15, 1912, with $300,000 
cash capital. Through various increases of 
capital and through earnings, the consoli- 
dated cash capital and surplus of the com- 
pany and its affiliations is now over $30,- 
000,000, with resources over $115,000,000, 
and volume for 1925 of over $262,000,000. 
Such growth in fourteen years is convincing 
evidence of the economic position of the 
business. 

The business of finance companies han- 
dling self-liquidating receivables of mer- 
chandise sales is now so large and well 
established that the Federal Reserve Act, 
in my opinion, should be so amended as to 
make loans to such finance companies eligi- 
ble for rediscount and thereby enable them 
to borrow their money cheaper, reduce their 
rates and lessen the burden upon commerce 
to such extent. 

Instalment buying upon sound credit prin- 
ciples supplies credit to the individual con- 
sumer based upon definite terms of payment 


1920 1925 
22,415,148 43,850,127 
$15,314,061,000 $23,134,052,000 
8,633 11,844 

4,962,919 8,554,352 
$2,519,914,971 $4,765,937,197 
$1,384,938,970 $2,371,921 ,237 
$7,319,997,018 $11,643,759,810 
66,499,000 99,250,000 
$2,819 $4,406 


rather than our old custom of retailers car- 
rying long term accounts for purchasers 
with no definite plan of payment. 

Other advantages are: 

Increased demand for merchandise, espe- 
cially labor and time saving, health preserv- 
ing, and pleasure giving articles. 

Increased employment, increased wages, 
increased purchasing power, increased pro- 
duction, increased consumption, increased 
efficiency, thus completing the circle of in- 
creased prosperity, based upon high wages, 
high production, and high consumption. 

Mass production of articles bought which 
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greatly reduces their cost either for cash 
or on time. Automobiles would easily cost 
$300 per car more if production were lim- 
ited only to cash buyers. 

Reduction in price due to mass produc- 
tion, which much more than offsets the in- 
creased cost to instalment purchasers of 
about 10 per cent or less, including interest. 

Protection of principal by facilitating 
purchases out of income instead of out of 
capital account. This is the greatest reason 
of any for the general use of instalment 
buying, and which most critics quite over- 
look. 

Increased ambition and increased earning 
ability by satisfying desire to have articles 
which could at the time only be purchased 


out of income. The individual then wants 
more and better things in life for himself 
and family and will work and plan harder 
and save more to get them. 

Transfer of millions of dollars of former 
short and long term open accounts with no 
definite date of payment to regular dates of 
payment. A large part of present outstand- 
ing instalment debt comes from this source. 

Establishment of the habit of budgeting 
income and encouragement of integrity of 
the purchaser by making him realize the 
value of meeting regular payments, which 
must encourage saving. 

If instalment buying is unsound, it should 
be discontinued; if sound, it should be en- 
couraged. 


Whether Debts Are Canceled or Kept 


“ HETHER the European debts 
are canceled or kept alive will 
in the long run make very much 


less difference to either debtors or creditors 
than they are thinking,” says the August let- 
ter of the National City Bank of New York. 
“Tt is agreed by all who have any competency 
for the discussion of the subject that the 
debts can be paid only in commodities or 
services, and none of the creditor countries 
are showing much inclination to accept pay- 
ment by such means. Italy has paid $5,000,- 
000 to the United States in the last year 
and borrowed more than $100,000,000 in the 
same time. It will be a long time before 
Europe will be impoverished at that rate, 
and there is no prospect that the flow be- 
tween the United States and Europe will be 
reversed. The exports of the United States 
exceeded the imports again in our fiscal year 
just ended, and although the trade balance 
was reduced, the most significant thing about 
the details was that our exports of manu- 
factures increased. The creditors of Ger- 
many on reparations account are discover- 
ing that the only way they can hope to 
make the full collections under the Dawes 
plan is by systematically organizing the im- 
portation of goods from Germany, but no 
such movement as that has developed in the 
United States, or is likely to. 

“There is not the slightest probability that 
the debts due the United States are going 
to cause a drain of capital from Europe. 
Great Britain is making payments, but not 
by transferring capital from Great Britain. 
She is paying with earnings which other- 
wise would increase her investments in other 
parts of the world. This capital serves to 
increase our surplus for investment abroad, 
and whether the titles to such newly in- 
vested wealth are held in this country or 
Great Britain, the benefits will be distrib- 
uted throughout the world. In short, eco- 
nomic conditions determine the distribu- 
tion and use of capital, without much regard 
to where it may be owned, and the free play 
of economic forces may be expected to main- 
tain the financial equilibrium of the world. 

“It hardly will be disputed that if rep- 
arations and debts might have been settled 
immediately following the establishment of 
Peace in a practical and judicial manner, 


with a view to restoring normal industrial 
and trade conditions over the world as rap- 
idly as possible, the creditor countries would 
have gained more by this time than repara- 
tions and debts ever will amount to. It may 
as well be recognized, however, that neither 
the populations nor the statesmen were 
ready for such a settlement or are ready 
yet. If they had had any such grasp of 
international relationships as this would im- 
ply, the war never would have occurred.” 


Have You Claims Against 
Hungary? 

URING the Communist régime in Hun- 

gary, advices were received by some 
American banks having correspondents in 
Budapest that the private telegraph and 
cable codes with which American banks had 
provided them were requisitioned by the 
Communist government. 

On Aug. 31, 1922, a letter was addressed 
to the then Secretary of State calling his 
attention to this fact and to the further fact 
that the codes had not been restored, and 
asking that the American Commissioner in 
Budapest attempt to secure the return of 
these codes either to the respective institu- 
tions from which they were requisitioned 
or else restored to the banks in this country 
to which they properly belong. The Com- 
mission on Commerce and Marine has never 
been advised of the return of the codes. 


The matter was eventually referred by 
the State Department to the Tripartite 
Claims Commission of the United States, 
Austria and Hungary, Robert W. Bonynge, 
Agent, who has set Sept. 1, 1926, as the 
final date on which evidence may be submit- 
ted in support of any claim under this situ- 
ation. 

All bankers interested in this matter, or 
having claims to present, should at once wire 
the Commission on Commerce and Marine, 
care of the American Bankers Association, 
110 East Forty-second Street, New York, 
N. Y., for blank forms on which their claims 
may be set forth for execution. No claim 
can be entered after Sept. 1, 1926. 


de Luxe 
Water ana Rail 


GRAND 
LOS Canon 


aversive 


2355 


AM ERICAN 
BANKERS’ 
CONVENTION 


at 
LOS ANGELES 


28 -DAY all expense inclusive tour 


leaving New York, Sept. 16, 

on the Panama Pacific liner 
Finland, This splendid steamer and her 
running mates, Manchuria and Mon- 
golia, are the largest and fastest steam- 
ers engaged in coast-to-coast service. 


A fifteen-day ocean voyage with stop- 
overs at Havana, Panama Canal, 
Coronado Beach and Los Angeles, for 
the Convention. Return stop-overs at 
Riverside and Grand Canyon. Ex- 
penditures are no greater in time or 
money than the usual all-rail tours. 


Accommodations consist of outside 
rooms on the steamer and, for the 
return, an all-room train with diner, 
club and parlor observation cars. 


PANAMA PACIFIC LINE 


International Mercantile Marine Company 


No. 1 Broadway 
New York City 


New Books 


CORPORATION SECRETARY’S 
GUIDE. By William H. Crow. Pub- 
lished by Prentice-Hall, Inc., New York. 
765 pages. $10. 

The secretaries of hundreds of the lead- 
ing corporations cooperated in this work by 
giving liberally of time and information. 
Much of the book’s value is due to the mass 
of matter not publicly available which these 
secretaries have contributed. 

This guide gives explanations of the meth- 
ods, forms and precedents used by secre- 
taries of large and small corporations in all 
phases of corporate procedure, corporation 
law, commercial law, tax law, and legal 
facts pertaining to the relation of his com- 
pany to the state and Federal governments, 
to other companies and to individuals. 
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Federal Home Mortgage Company 

First Mortgage 

Collateral 54% 
Gold Bonds 


A Universal Investment 


Empire Trust Company, New York City, Trustee 
Guaranteed by the National Surety Company 


The security back of these Bonds consists 
of first mortgages on fee simple real estate 
comprising homes and small business prop- 
erties in prosperous, well populated cities 
and towns. 


Mortgages are accepted for not more than 
60% of the conservatively appraised value 
of the properties. 


All mortgages and accompanying papers are 
held by the Trustee, the Empire Trust Com- 
pany, New York City. 


The Bonds are the direct obligation of the 
Federal Home Mortgage Company. 


In addition to the prime obligation of the 
borrower and the direct obligation of the 
Company, and because of the known sound- 
ness of the security, the National Surety 
Company, with resources of over thirty-five 
million dollars, guarantees the payment of 
these Bonds, both as to principal and in- 
terest. 

The income, 514%, is steady and continuous 
from date of issue to maturity. 


In the opinion of counsel these Bonds are 
eligible for the investment of deposit or 
trust funds of National, State and Savings 
Banks. 


Issued in coupon form in denominations of $500 and 
$1,000 in maturities of five, ten and fifteen years. 
Distributed to investors through the following established 
Banks and Investment Houses to whom inquiries should 
be sent: 
GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigan 
PORTER, ERSWELL & CO. MURPHY, FAVRE & CO. 
216 Middle Street Spokane—Portland—Seattle 
Portland, Maine R. W. EVANS & CO. 
W. H. STOUT & COMPANY 7 Wall St., New York City 
7 St. Paul Street 223 Fourth Avenue 
Baltimore, Maryland Pittsburgh, Pa. 
HAYDEN, VAN ATTER & CO. 
Buhl Building, Detreit, Michigan 
PALMER BOND & MORTGAGE CO. 
Walker Bank Building, Salt Lake City, Utah 
ARNOLD AND COMPANY R. H. ARNOLD CO. 
1010 Vermont Avenue 120 Broadway 
Washington, D. C. New York City 
SMITH, HULL & CO., INC. THE MICHIGAN TRUSTCO. 
Minneapolis, Minn. Grand Rapids, Michigan 
GEO. L. SIMPSON & CO. 
American Exchange Bank Building 
Dallas, Texas 


Inquiries from banks and dealers invited 


R. H. ARNOLD CO. 
Established 1895 


Fiscal Agents New York City 


120 Broadway 


German Revaluation 


Judge Rudolf Harmening of the Depart- 
ment of Justice in Berlin has been sent to 
New York as Special Commissioner to give 
information to all persons interested in the 
revaluation in Germany. Judge Harmening 
is sharing the office of Hans Krueger, Spe- 
cial Commissioner of the Department of 
Finance for the redemption of German Gov- 
ernment Loans, 42 Broadway. Judge Har- 
mening will give information on all ques- 
tions concerning revaluation with the excep- 
tion of questions concerning German Public 
Loans, which are answered by Mr. Krueger. 


Group Subscriptions help the staff. 
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Germany a Lender 


By ROBERT CROZIER LONG 


The World’s Greatest Borrower, a Year Ago, She Has Almost 
Withdrawn as a Borrower From the Foreign Capital Market, 


Now Largely Financing Her Own Industries. 


Interest Rates 


Go Crashing Down. Industrial Stagnation Creates Spare Cash. 


ONDERS never cease. As 

late as the first of 1926, Ger- 

many was the world’s great 

borrower and it seemed that 
the accumulated billions of superfluous 
American capital were hardly sufficient to 
satisfy her insatiable demand. 

Today, hardly more than seven months 
later, she has almost withdrawn as_bor- 
rower from the foreign capital market and 
even shows signs of entering it a lender. 
She is raising her own Federal, state, and 
municipal loans; she is financing her own 
industries with new floating and fixed 
capital; and she is financing a stock ex- 
change boom unexampled in history. 

Before the month of June was out she 
was competing with Wall Street in sub- 
scribing to convertible bonds of her newly- 
born vast steel trust and complaining that 
competing capitalistic America wanted to 
subscribe too much. And this miracle has 
happened within two and a half years of 
the time when cash in Berlin was so scarce 
that the day-money interest rate rose to 
90 per cent and new capital for industrial 
undertakings was not to be had under any 
circumstances whatever. 


Fabulous Interest Rates Pass 


IRACLES do not happen’ without 

preliminary portents and some months 
ago it was plain that the glorious days 
when Germans were willing to pay 18 per 
cent on first mortgages and 25 per cent 
on second were drawing to a close. Dr. 
Hjalmar Schacht, the president of the 
Reichsbank, who himself in 1924 had de- 
clared that Germany could never be eco- 
nomically restored by mere accumulation 
of its own savings and must be fructified 
by a foreign gold flood, actually issued a 
warning two months ago against investing 
too much German savings in home loans 
and bonds. That process, said Dr. 
Schacht, might become a danger, because 
when industry revives all of Germany’s 
spare cash may be found to be locked up 
in long term investments, and money for 
working capital may run short. 

Another new sign was the increasing 
rigor of the Foreign Loans Testing Board 
attached to the Finance Ministry. This 
board has power to sanction or veto for- 
eign borrowing by public bodies. At first 
it was extremely liberal with its sanctions. 
But a couple of months ago the same 
board put a damper upon borrowing abroad 
by deciding to refuse sanction in all cases 
where the effective interest rate (includ- 
ing commissions and losses on issue and 
amortization prices) exceeded 8 per cent. 


Today, Germans have so much free cash 
that they are willing to lock it up in indus- 
trial undertakings for years at 6% per 
cent, an extremely low rate for post-war 
times in Europe. 

There is a minor and a major cause 
for this. The minor cause is that indus- 
try stagnates, 1,750,000 persons being un- 
employed at a time of the year when in 
1922 only 20,000 were without jobs, 
Therefore, .business men, foreseeing no 
speedy revival which would put a call upon 
their spare cash, prefer to invest in bonds, 

The other—and major cause—is that, 
owing to frugal living, Germans are rap- 
idly restoring their reserve of capital, 
which was devastated by the war, the revo- 
lution and the currency depreciation. At 
the beginning of 1925 German insurance 
business was practically dead, all old ‘policies 
having been annihilated by the mark de- 
preciation. In 1925, new policies totaling 
2,700,000,000 marks were taken out. Mort- 
gage business for the same reason was 
practically dead. Yet despite the legal in- 
security caused by the revaluation laws, new 
mortgages taken out in 1925 totaled 400,000,- 
000 marks. 


Savings Deposits Grow 


EPOSITS in the savings banks have 
increased rapidly. They are still a 
mere fraction of the 19,000,000,000-mark 
deposits of 1913. Every pfennig of this dis- 
appeared in the inflation abyss. But between 
October, 1925, when the first statistics for 
the whole republic were issued, and April, 
1926, they rose from 1,474,000,000 marks to 
2,155,000,000 marks. The combined total 
balance sheets of the seven chief Berlin 
commercial banks rose between the end of 
1924 and the end of April, 1926, from 
3,934,000,000 marks to 5,655,000,000 marks. 
This was followed by an extraordinary 
fluidity in the money market, of which the 
Reichsbank statistics of rediscount liabil- 
ities are an impressive indication. As the 
Reichsbank had to bear enormous pressure 
for bill discounts, it was very glad to hand 
over a part of its bills to those public bodies 
which had cash lying temporarily idle. The 
corporations were the Ministry of Finance, 
which had unspent tax money; the Posts, 
which had the cash deposits of the extensive 


_post-check system; and the Railroads Cor- 


poration, in whose hands money destined 
for improvements and extensions was ac- 
cumulating. 

Thereby, the Reichsbank relieved the dis- 
count pressure and its returns showed very 
big rediscount liabilities. Early this spring 
money became so abundant and lenders s0 
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much outnumbered borrowers that the 
Reichsbank decided to stop rediscounting. 
As a result, the rediscounts of the bank 
shrank from 478,000,000 marks at the end 
of 1925 to a mere 4,000,000 marks in June 
this year. 

The collapse in interest rates was un- 
exampled. Beginning with 90 per cent for 
day-money immediately after the currency 
stabilization, there were times in June, 1926, 
when money offered at 2 per cent found no 
takers. The private discount rate, the quo- 
tation of which was resumed only in 1925, 
fell in some months from 8 to 4% per cent. 

The rate for mortgages has fallen to 
about 8 per cent and though this is nearly 
double the pre-war rate the explanation lies 
in continying legal insecurity associated with 
the debt revaluation laws. Gold-mark mort- 
gage bonds issued by municipalities and 
corporations yielded 18 or 19 per cent a 
year and a half ago. Today they yield 8 
or 9 per cent. 

The commercial banks still demand for 
overdrafts 9.2 per cent including commis- 
sions, which is extortionate, but the 3% per 
cent which they allow upon credit balances 
is a better indicator of money market condi- 
tions. The Reichsbank, which is in very 
conservative hands, followed rather than led 
this movement and, after reducing its rate 
twice in six months, still maintains a 6% 
per cent rate, which is much higher than 
is justified by actual money market condi- 
tions. 


A New Borrowing Policy 


At these factors indicate that although 
a revival of industry will undoubtedly 
cause new temporary stringency in the 
money market, the days when Germany was 
willing to borrow everywhere and on the 
most unfavorable conditions have come to 
an end 

The result is that German borrowing at 
home has enormously increased while bor- 
rowing abroad has declined. 

Germany’s average monthly issue of pub- 
lic loans and corporation bonds in 1909 to 
i914 was 200,000,000 marks, or 2,400,000,000 
marks a year, nearly all being from home 
sources. In all 1924 her home loans and 
bonds totalled only 176,000,000, or less than 
the average of one month before the war. 
In 1925 things were even worse. Home 
loans and bonds totalled only 144,000,000 
marks, 

But 1924 was a great year for borrowing 
from abroad. About 864,000,000 marks 
were lent by foreigners, mostly by Amer- 
icans; and the total of the next year, 1925, 
was 1,312,000,000 marks. In the first five 
months of 1926—the months in which the 
restoration of the native home capital mar- 
ket made most progress—home loan and 
bond issues rose to 650,000,000. This is 
130,000,000 a month against under 30,000,000 
a month in 1924 and it is 65 per cent of 
the pre-war average. 

This is a very striking achievement if 
one considers that a year ago the German 
capital market was considered entirely dead 
and that in five months out of twelve not 
a single loan or bond issue took place. 


ERY different, but of course comple- 
mentary, is the picture presented by the 
recent development of Germany’s foreign 


CALIFORNIA BANK 


Pioneer in Branch Banking 


LOS ANGELES 


Head Office: 


625 S. Spring St. 


A warm welcome awaits you in Los Angeles, Oct. 4-7, 
and California Bank officials will be particularly 


happy to greet you. 


California Bank has opened forty branch offices in and adjacent 
to Los Angeles during the past twenty years, pursuant to its 
policy of developing a metropolitan rather than a statewide 


system. 


Affiliated in stock ownership with 


NATIONAL CITY BANK OF LOS ANGELES 
CALIFORNIA TRUST CO. 
CALIFORNIA SECURITIES CO. 


Aiding a Mighty Western 
Industry 


The Southwest Cattle Loan Company, the pioneer 
cattle loan company of California, is now, more than 
ever before, in position to render complete service to 
the cattlemen of the Pacific Coast, having at its com- 
mand immense private resources as well as funds from 
the Federal Intermediate Credit Bank. Its officers are 
men who have literally grown up in the western range 
cattle business and have a thorough understanding of 
both the country and its possibilities in cattle feeding 


and production. 


Southwest (aitle Joan (émpany 


JNO. L. KNORPP, 
President and General Manager 
R. A. KNORPP, 
Vice-President 


Los Angeles Union Stock Yards 


CHAS. H. HILL, 
Secretary and Treasurer 


B. E. CATT, 
Asst. Secretary and Treasurer 


Los Angeles, California 


borrowing in the present year. In 1925 the 
average monthly borrowing from abroad 
was 110,000,000 marks. But in that year 
foreign borrowing was rapidly increasing 
because the highest monthly total, 330,000,- 
000 marks, was reached in December, and 
in the last four months of the year the 
average was 230,000,000 marks. 


In the first five months of 1926, the total 
of loans fell to 639,000,000 marks and the 
monthly average was 128,000,000 marks. 
These figures are all the more striking be- 
cause the total foreign borrowings in 1925 
were much smaller than they would have 
been had the high totals of the last four 
months been maintained. 
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GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


Alfred H. Swayne 
Chairman — Vice President, 
Motors Corporation. 


Curtis C. Cooper 
President 


Albert L. Deane 
Vice President 


Pierre S. duPont 


Chairman, General Motors Corporation 
and E. I. duPont de Nemours & Co. 
Lammot duPont 


Finance Committee, 
Corporation. 


General 


General Motors 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 
Chairman, Bankers Trust Company, 
New York 
John J. Raskob 
Chairntan, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
resident, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 
Donald M. Spaidal 


Vice President 


WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


AC.ALLYN*» COMPANY 


Incorporated 


CHICAGO Phone Randolph 6340 


San Francisco 


67 West Monroe St. 


New York Philadelphia Boston 


Cost of Accounts 
(Continued from page 85) 


With the transit float and reserves de- 
ducted from the ledger balance we have the 
loanable balance on which the returns can 
be computed at the average rate of returns 
being received on the assets. I might say 
that this figure varies slightly from 4 per 
cent upward. To the returns thus received 
may be added the amount received from the 
reserve carried in interest bearing accounts. 
Some banks add the amount received in 
exchange. 


Milwaukee 


Minneapolis 


We now have the revenue from the ac- 
count which would pay a handsome dividend 
were it not for the expenses incident to 
handling it. Expenses may be separated into 
two classes: those which are distributed to 
the account as a part of the general ex- 
penses of the bank, and those which can be 
attributed directly to the account. 


Distributing the Expenses 


ie order to distribute the general expenses 
of the bank we must think of the bank 
as a whole. For convenience, we will sup- 
pose that the bank has the following func- 


tions: loans and investments, commercial ac- 
counts, safety deposit, savings, collection, 
transit, trust and real estate. If the bank is 
large and the clerks and officers are assigned 
to certain functions the distribution will be 
easy. But if some of the clerks divide their 
time between the various functions, it will 
be necessary to keep a record of the amount 
of time devoted to each function and strike 
an average for distribution to the various 
functions. As a general rule the senior off- 
cers’ expenses must be apportioned to the 
several departments. 

After the salary distribution is complete 
the miscellaneous expenses are proportioned. 
Building cost, whether owned or rented, is 
distributed on the basis of space occupied 
and desirability of location. Taxes are dis- 
tributed on the same basis as is rent. Ad- 
vertising which has a special message should 
be charged to the function which is to profit 
from the advertisement. 

When the distribution has been completed 
and all expenses of the bank accounted for, 
the cost of transit and collection should be 
charged to cost of carrying commercial and 
saviugs accounts on the basis of the average 
amount of work they receive from these 
functions. Some banks make a practice of 
charging one-half of transit and_ three- 
fourths of collection expense to commercial 
accounts. This distribution varies in the dif- 
ferent localities because of the difference in 
the business handled. 

When the expenses of the commercial and 
savings department have been determined we 
face the problem of determining the amount 
of these expenses that can be attributed to 
each account carried. The accounts are con- 
sidered from three phases: activity, size and 
number. By activity we mean the expenses 
which are caused by the number of items 
handled. By size, the amount of expenses 
caused by the balance in the account. By 
number we mean the expenses which are 
necessary for every account opened regard- 
less of size or business transacted. 

A great deal depends upon the distribution 
made on this analysis, for by putting a larger 
amount of the expense in the size and num- 
ber we raise the fixed expense and lower the 
per item cost. This would tend to make it 
appear that every account cost the same. It 
takes a large amount to make any difference 
in the cost of each item, while a small 
amount will show a difference in the cost of 
each account. It must be remembered that a 
certain number of tellers and bookkeepers 
must be kept whether they are busy at all 
times or not, and these are the source of the 
greatest expense. 

If there are some accounts which make 
irregular demands and thus cause a large 
force to be maintained because of these de- 
mands, the cost of such clerks should be 
charged to activity, while the cost of those 
who are necessary to handle the accounts 
which are uniform in their demands should 
be charged to number. It will be seen that 
a large percentage of printing and stationery 
should be charged to activity. All interest 
should be charged to size, while all advertis- 
ing expense should be charged to number. 
Due consideration must be given to each 
item of expense to see that each phase re- 
ceives its share. 

When this distribution is complete the 
number of items handled should be counted 
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for a period and then an average for the 
year determined. The total cost of that 
phase for the year, divided by the number 
of items handled, will show the cost of han- 
dling each. The total cost of size should 
be divided by the average balance on de- 
posit. The number expense should be divided 
by the average number of accounts on the 
active ledger. 


Difference in Cost of Handling 
Various Items 


T may be observed that we are consider- 
I ing the number of items as if there were 
no difference in the cost of handling the 
various items. There is, in fact, quite a dif- 
ference in the cost of handling the several 
classes of items. For example, it costs less 
to handle a clearing house item than to 
handle an item that must be described on a 
cash letter and mailed out for which remit- 
tance must be checked in later. It costs a 
great deal more to handle a return item than 
it does to handle a customer’s check for 
which the funds are available. But to go 
into detail for each class of items would be 
an endless task. By the variations in the 
method of distribution of the expenses to 
the various phases a wide difference has been 
found in the per item cost. One bank has 
figured that it can handle its items at an 
average cost of .0158, while some say it 
costs as much as .031. The average is about 
two and one-quarter cents, and from my 
investigation this seems to be about the 
figure most banks are using. It costs about 
seventy-five cents per $1,000 for size and 
about $1.75 per month for each account on 
the ledger. 

The figures vary widely in various parts 
of the country, and properly so. The con- 
ditions in a bank in a manufacturing center 
are a great deal different from those in a 
bank in the farming belt. In one the ac- 
tivity is heavy and number low, while in 
the other the reverse is true. 

With the miscellaneous expenses and sal- 
aries distvibuted, it is time to consider the 
special expenses incident to the account. 
First, we may have occasion to furnish a 
special check book for a commercial account 
or a home savings bank for a savings account. 
It may be that there are exchange charges 
on a good many items handled for the ac- 
count. If the account draws interest, that is 
a definite charge against the account. 


Typical Analysis System 


TYPICAL analysis system consists of 
a form on which is a line for each day 
of the month, opposite which are columns 
for the ledger balance, transit float, net bal- 
ance and number of items of each class of 
items for which the cost has been deter- 
mined. Space is provided at the bottom for 
the income from the account, and general 
and special expenses in connection with it. 
The next form is for the permanent rec- 
ord, and usually provides space for from six 
to twelve periods. Columns are provided for 
average ledger balance, average transit float, 
income from loanable balance, miscellaneous 
income, number of items handled. cost for 
activity, size and number, interest, total ex- 
pense and profit or loss. Space is also pro- 
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vided for remarks. If supplies are being 
bought from a customer at a price that is 
greater than would have to be paid else- 
where, if an officer is cultivating the friend- 
ship of a customer at considerable expense 
to the bank, or any other items of interest 
pertaining to that particular account are 
noted. It may be that the customer borrows 
heavily and the income thus obtained will be 
a considerable item. There are a good many 
banks which provide a space for the amount 
borrowed and credit rating of the customer ; 
and some go so far as to provide space on 
the back of the form for a statement show- 
ing financial condition of the customer. 

If the account has any other phases which 
are peculiar to it which cause unusual ex- 


penses, the fact should be noted in the space 
for remarks because the unusual details 
necessary for the handling of any account 
have a direct bearing on efficiency and ex- 
penses. 

We have not said much about savings 
accounts, but the principles involved are 
very much the same for all accounts. The 
earnings are somewhat less but the margin 
between expenses and earnings is larger be- 
cause of the nature of the accounts. They 
are supposed to be inactive, as far as regu- 
lar checking is concerned, but as restrictions 
are placed upon commercial accounts we find 
a consequent increase in the activity of sav- 
ings accounts which will cause the analysis 
to be extended to them. 
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Latin America 
(Continued from page 74) 


Rio de Janeiro’s Main Street 


and to the still undefined status of the 
ownership of the Tacna and Arica prov- 
inces. Yearly deficits have been shown at 
the close of each fiscal account. The 1925 
deficit is expected to amount to about 100,- 
000,000 paper pesos. 

This is surprising, since receipts during 
the year were appreciably above what had 
been anticipated, and still they have not 
proved sufficient. Out of a rather puzzling 
political situation some measures relating to 
financial reform have been carried out which 
have assisted Chile in its endeavor to show 
the world that the country is able to solve 
its own problems, and that nothing is al- 
lowed to prevent Chile from placing itself 
on a high position among nations. An 
American mission of economists was engaged 
to make recommendations for financial re- 
forms, and as a result of which a new bank 
of discount and issue has been created and 
the Chilean peso has been stabilized. The 
latter measure was especially beneficial to 
Chile, since trade and commercial relations 
with that country were carried on an un- 
secure basis as a result of an ever-changing 
value of the local currency. 

There are many loan projects at present 
being considered in Chile, among which may 
be noted the following: Since Jan. 1, 1925, 
the Chilean government has authorized 
twelve municipal loans, involving a total of 
23,300,000 paper pesos and £1,600,000. All 
of these loans are for the purpose of mak- 
ing municipal improvements. The follow- 
ing is a list of these loans, the date of the 
decree law by which they were authorized, 
arid the respective amounts: 


Paper Pesos 
(—Municipality of Santiago—Decree Law 

No. 216 of January 17, 1925 7,000,000 
2—Municipality of Vifia del - 

cree Law No. 269 of February 23, 

5,000,000 
3—Municipality of Cauquenes—Decree of 

Ministry of Interior No. 4299 of Aug. 

31, 1925 300,000 
4—Municipality of Santiago—Decree Law 

No. 546 of September 22, 1925 8,000,000 
5—Municipality of Concepcién—Decree 

of Ministry of Interior No. 2827 of 


August, 1926 


6—Municipality of Valdivia—Decree Law 
No. 530 of September 17, 1925 

7—Municipality of San Bernardo—De- 
cree of Ministry of Interior No. 3350 
of July 8, 1925 


8—Municipality of Valdivia—Decree Law 
No. 531 of September 17, 1925 


1,500,000 


200,000 


300,000 
Pounds Sterling 


9—Municipality of Valparaiso— 
Decree Law No. 509 of Au- 

10—Municipality of Iquique—De- 
cree Law No. 546 of Septem- 
ber 22, 1925 

11—Municipality of Antofagasta— 
Decree of Ministry of In- 
terior No. 4501 

12—Municipality of Magallanes— 
Law No. 3105 of August 4, 
1916, and Decree Law 
597 of October 9, 1925 


800,000 


500,000 


250,000 


50,000 


It has been reported that the Chilean 
Minister of Finance has been requested al- 
ready to assent to the floating of a $45,- 
000,000 conversion loan to take up the state 
railway’s present outstanding dollar obliga- 
tions, and that they hope soon to commence 
direct negotiations with bankers with a view 
to marketing the issue. 


Big Chilean Loan 


oo state railways feel that the time is 
opportune for converting their dollar 
obligations, and hope that they will be able 
to float a loan to the value of $45,000,000 
with New York financial institutions at 90 
with 6 to 6% per cent interest and an an- 
nual amortization charge of 1 per cent. The 
proceeds of the loan will be used to take up 
the issues floated by Blair & Co. and the 
Guaranty Trust Co. back in 1921, as well 
as the 1925 National City Bank issue, which 
is carried on the books of the state rail- 
ways at $5,800,000. 

The additional funds that will be ob- 
tained by floating a $45,000,000 Ioan the 
state railways wish to devote to improve- 
ment and betterment work, including, if 
possible, the electrification of the Port San 
Antonio line. 

Great Britain’s activities in endeavoring 
to recapture its economic power in Latin 
America have been shown in Chile to a 
marked extent. Immediately after the lift- 
ing of the gold embargo in England, the 
Anglo-South American Bank of London 
made a loan to the Chilean government in 
the amount of £2,809,000 at 6 per cent, to 
run for fifty-four years. The same bank 
and the firm of Balfour, Williamson & Co. 
were the only bidders for a £250,000 loan 
to the municipality of Antofagasta, recent- 
ly called for by the mayor of that city. 


YJ JRUGUAY passed through a very diffi- 

cult period after the war, but the latter 
part of 1924 showed considerable improve- 
ment, and during 1925 the country placed 
itself again on a very satisfactory economic 
level. The government closed 1924 with a 
surplus of revenue over expenditures after 
several years of deficits, and the 1925 budget 
has been reported to have shown a surplus 
of about 2,000,000 pesos. 

American investors are not only interested 
in the conditions of the country as a whole, 
but also in the port of Montevideo, due to 
the $6,000,000 loan floated in 1922, Condi- 
tions of the port finances are, unfortunately, 
not as satisfactory as those of the Federal 
government. The municipality still has 
its problems of meeting its obligations of 
the municipal board issues, and continues 
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to be in a quandary as to how it will raise 
the necessary funds to pay its creditors, who 
are becoming more and more importunate. 
The idea of raising another loan to pay the 
municipality’s creditors seems to have fallen 
through, since no one seems to have been 
interested in the matter. 

There are two loan projects of impor- 
tance at present being considered by Ameri- 
can bankers and the Uruguayan authorities. 
The first one is a widely known loan of 
$45,000,000 for public works and to increase 
the capital of some government financial 
institutions of which $30,000,000 were of- 
fered in the New York market in April, 
1926, and the remaining $15,000,000 is still 
in prospect. 

The second project is related to railroad 
construction, and no definite decision has 
been reached as yet; the project was em- 
bodied in a message sent by the National 
Administrative Council to the Uruguayan 
Congress, dated Nov. 26, 1924, when a re- 
quest was made for authorization to issue 
300,000 pesos in state railway bonds for the 
surveying and drafting of projects for ex- 
tensions in the state railways throughout 
the Republic. The message states that the 
Ministry of Public Works estimates that 
the total cost of the extensions projected 
would be about 60,000,000 pesos ($59,700,- 
000 at the present rate). 


Peru Still Unsettled 


ONDITIONS in Peru cannot be de- 

scribed as entirely satisfactory. The 
country has not yet recovered from dam- 
age done by the unusual weather disturb- 
ances in 1925, and indications this year do 
not warrant confidence in the assumption 
that such disturbances will not be repeated. 
The economic situation of the country is 
also affected to a considerable extent by 
political conditions due principally to the 
Tacna and Arica matter. 

Expenditures in connection with this 
affair and also in connection with recon- 
struction works after the floods have re- 
sulted in heavy demands on the national 
treasury which the government has had diffi- 
culty in meeting. The Foundation Company 
of America, for instance, advanced the 
Peruvian government last March the sum 
of £100,000 to pay off current obligations. 
The Foundation Company seems to be very 
closely identified with the government of 
Peru in the construction works being accom- 
plished at present in that country. In loan 
matters, however, there has been a decided 
tendency, for some time past, on the part 
of the government to consider English pro- 
posals before attention is given to Ameri- 
can bankers. This has been ascribed by 
some to the result of a certain anti-Ameri- 
can fecling prevailing in that country due 
to the Tacna-Arica situation. 

An example of this may be found in the 
case of the $7,500,000 loan floated here in 
1925. It is known that the Peruvian gov- 
ernment endeavored to interest the Peru- 
vian Corporation, a British concern, in the 
floating of this loan in England. When a 
reply was received to the effect that for some 
time to come British financial interests could 
undertake no financing outside of Great 
Britain and the Colonies, the American rep- 
resentative of an American banking house 
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was requested to go to New York to en- 
deavor to negotiate the loan. 

At the present time most of the loan 
projects being considered in Peru are more 
or less identified with British banking 
houses. The Rothschilds banking interests 
of London have renewed their attention to a 
Peruvian government loan for railway con- 
struction in the amount of £4,000,000, se- 
cured by the control and operation of the 
Peruvian tobacco monopoly. 

Returning to the contracts of the Foun- 
dation Company with the Peruvian govern- 
ment, it is of interest to remark that they 
are not all governed by the same condi- 
tions. In other words, these contracts not 
always involve actual expenditures by the 
government. For instance, in August, 1925, 
two contracts with the Foundation Company 
were made, which were radically different ; 
one of them covered contracts to the value 
of $2,500,000 for the construction of school 
buildings, the money to be advanced by the 
government as required... The other contract 
called for the opening of a credit by the 
company in favor of the government in the 
amount of £60,000, to be used by the former, 
as required, in the completion of the new 
Public Works Department under construc- 
tion in Lima. 


HERE is only one foreign loan being 

considered at present in Bolivia, which 
is intended to finance the construction of the 
Cochabamba—Santa Cruz railroad. The line 
is to be 700 kilometers long, and it is calcu- 
lated that its construction will take approxi- 
mately eight years, the cost of the line be- 
ing conservatively estimated at $26,000,000. 
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The firm in the United States interested 
in the placing of the loan to finance this 
construction is that of Leonard Kennedy of 
New York. 


Colombian Loans Sought Here 


OLOMBIA is a country rich in natural 

resources but poor in capital. A new 
country with a magnificent future on ac- 
count of its geographic position on two 
oceans and the great richness of its soil. 
With a low foreign debt and a sound bank- 
ing and currency system, with peace pre- 
vailing throughout the country, Colombia 
presents a most favorable ground for 
American loaning purposes. 

A great number of European firms are 
bidding for Colombian government loans, 
and it may be safely said that there exists 
a bitter competition among American bank- 
ers to capture Colombian loans. To give an 
idea of the extent of this competition, a list 
of American bankers having representatives 
in Colombia follows: Dillon, Read & Co; 
Kuhn, Loeb & Co.; Blair & Co.; Equitable 
Trust Co.; Central Trust Co. of Illinois; 
International Acceptance Bank; Baker, Kel- 
log & Co.; Blyth, Witter & Co., and the 
New York Trust Co. 

It cannot be said that the arrangement of 
loans in Colombia is an easy task. The his- 
tory of Colombian loans is not a particu- 
larly unsatisfactory one, as might be said 
of issues of some of the other Latin Ameri- 
can countries, and unquestionably the se- 
curities offered in most cases have been 
ample and the interest rates attractive. 

A peculiar system of Oriental bargaining 
methods is followed, however, by repre- 
sentatives of the government and others 
seeking loans. Another point worthy of 
mention is the antagonism between the two 
political factions of Colombia. Last Octo- 
ber the political fight went so far that the 
liberal party resolved to repudiate any loans 
that the conservative party (now in power) 
might negotiate when the liberal party gets 
in power. The conservative element of the 
country naturally regards the incident as a 
blow to the credit of Colombia. 

Still another point of interest regarding 
American loans to Colombia is the question 
of representation. Some bankers have as 
their representatives Colombian citizens who 
are more or less affiliated to one political 
party or the other. A case was recently pub- 
lished in which a representative of an Amer- 
ican house, who was running a propaganda 
newspaper favoring foreign loans, demanded 
a commission for his aid and influence in 
getting the business. Upon being told that 
his request had not been granted, the next 
day in his newspaper he violently attacked 
the people he represented. 


Big Loan Hanging Fire 


N account of the change of administra- 

tion in Colombia, which is to take place 
shortly, it is believed that there is little 
chance of any loan of importance being ne- 
gotiated during this administration. The 
most important project hanging fire at pres- 
ent is the much discussed loan of from $60,- 
000,000 to $90,000,000 for consolidation pur- 
poses and railway construction. No action 
is expected to be taken until the new ad- 
ministration takes office on August 7. 


A multitude of other projects are pend- 
ing, such as the following: The Depart- 
ment of Caldas is negotiating with Ameri- 
can bankers for a $10,000,000 loan for rail- 
road construction and other public works, 
A $3,000,000 loan to the Farm Loan Bank 
of Bogota has been negotiated with Dillon, 
Read & Co. The city of Cartagena is in 
need of proper water supply, and a foreign 
loan for the financing of a water works 
project is being considered. The city of 
Medellin is likewise interested in a $6,000,- 
000 loan for public works. The Depart- 
ment of Cundinamarca is seeking a loan 
of $500,000 for highway construction. The 
Department of Valle del Cauca is also con- 
sidering a $2,000,000 loan, the purpose of 
which has not been revealed. 

Of great interest to American bankers js 
the selection by Colombia of a house to act 
as fiscal agent for that government. Euro- 
pean firms with branches in New York are 
very active in this regard. Several British 
bankers have manifested great interest in 
the matter, and it is reported that Lazard 
Brothers have gained considerable ground 
in that direction. Just what would be lost 
to the United States and gained by Great 
Britain should the fiscal agency go to the 
latter country in future commercial joot- 
hold in Colombia may be visualized from 
the financial transactions pending in the near 
future, a part of which have been described 
above. 

It is very gratifying to record that an 
American financial and construction house, 
Ulen & Co., has been granted several con- 
tracts for the construction of public works 
in Colombia. The most important are the 
following: A contract relative to the recon- 
struction of Manizales, which has _ been 
signed with the Central government, the 
Department of Caldas and the City of Mani- 
zales, amounting to about $6,000,000. An- 
other contract covers the construction of 
port works at the mouth of the Magdalena 
River, estimated to cost about $3,000,000, 
and a third contract calls for the completion 
of certain municipal works in the city of 
Bogota, estimated to cost about $3,000,000. 


Other South American 
Countries 


F the other South American countries, 

Venezuela is in excellent financial 
shape. The fiscal years close regularly with 
surpluses, and there is enough money in re- 
serve deposited in the Bank of Venezuela 
to pay off most all of the debt of the coun- 
try. The recent discovery of high quanti- 
ties of oil in the Maracaibo district, and the 
wise legislation which has been passed re- 
garding the granting of exploitation con- 
cessions, assure Venezuela increasing sources 
of fresh revenue. It is only natural, there- 
fore, that Venezuela is not interested in 
foreign loans of any kind. 

Ecuador presents an entirely different pic- 
ture. Its foreign debt in default, its do- 
mestic debt piling up continuously, its cur- 
rency very much depreciated, its banking 
system weak and depending upon the gov- 
ernment on account of advances made to 
the latter, imports highly in excess of ex- 
ports, and, to aggravate matters, the politi- 
cal situation is not satisfactory. Professor 
Kemmerer of Princéton is to visit Ecuador 
next fall to investigate the economic condi- 
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tions prevailing in that country and make 
recommendations toward their improvement. 
Ecuador, therefore, is at the present time 
out of the question as a credit proposition. 

Paraguay has been reported to be con- 
sidering the matter of applying to the New 
York market for a loan. The progress at- 
tained by that country since the close of 
the last revolution, some two years ago, 
is astounding. It seems at the present time 
that all the energies of the best minds of 
that country are interested in the recon- 
struction and progress of their country. 
Peace has been reestablished everywhere 
and conditions in general have improved 
considerably. The currency has been sta- 
bilized and there is talk at present of a 
complete banking reorganization in Para- 
guay. The foreign debt service has been 
punctually met since its recent reorganiza- 
tion, and the prestige of the country has 
been reestablished in foreign markets. 


Central American Finances 


F the Central American Republics, 
Guatemala is at present enjoying a 
certain degree of prosperity on account of 
the high coffee prices prevailing. The pros- 
perity of El Salvador is due to the same 
reason, and the wisdom of the present ad- 
ministration in contracting several loans in 
New York, through Lisman & Co., the 
Chatham and Phenix National Bank, and 
R. W. Hebard & Co., has been fully justi- 
fied by the changes brought about in the 
material and sanitary aspect of the country. 
Honduras, having labored for several 
years against the results of misguided gov- 
ernmental policies controlled by a hierarchy 
the sole object of which appears to have 
been personal enrichment with a ruthless 
disregard of the ultimate result of the state 
and its economic order, or that of its busi- 
ness classes, the commercial body of Hon- 
duras, already feeling the effects of such 
control, found itself early in 1926 faced with 
the added burden of crop failures. With 
the chronic foreshadow of impending revo- 
lution somewhat more sharply defined, and 
with definitely increasing proportions, the 
possibility of serious disturbances is such 
that the credit of the country is at a very 
low level. 

A special financial representative of the 
government of Honduras spent some time 
in the United States on the double mission 
of arranging through the British Embassy 
at Washington a settlement of the foreign 
debt of Honduras with the Council of For- 
eign Bondholders of London, and of obtain- 
ing a loan which was authorized by the 
National Congress of Honduras in 1925 in 
an amount not to exceed $20,000,000. 

To the credit of Honduras, the first ques- 
tion was successfully concluded, and since 
the sources of revenue, which will be ap- 
plied to the debt service, will be derived 
from sources on exports to Honduras col- 
lected outside of the country, it is expected 
that the conditions will be successfully met 
and that there will be no further difficulty 
in the service of the almost legendary+ 
sterling debt of Honduras. 

With regard to the second point, the finan- 
cial agent, seeing the impossibility of float- 
ing a loan of the size above stated, returned 
to Honduras and caused a new law to be 
Promulgated, providing for the floating of 
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ing a bank that is 
known throughout the world, 
than in being a bank that is 
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International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


First among American Investment Trusts 


Resources over $18,000,000 


Send for 
“Five Years of Growth and Progress” 


The International Securities Trust of America has recently 
completed its fifth year of successful operation (1921-1926). 
In order to visualize the many phases of its daily investment 
activity this pioneer American investment trust offers to its 
thousands of shareholders, as well as to the general public, 
this attractively illustrated booklet featuring the most strik- 
ing factors in its growth and progress. 


Send for Booklet 5-ABA-22 


American Founders Trust 


A MASSACHUSETTS TRUST 


FISCAL AGENT 
First National Bldg. 50 Pine Street 
Boston New York 


COINS 


RARE COIN BOOK, 50c. Send $2.00 for old United 
States coins. The collection includes 'c piece, large cent, 
2c piece, 3c piece silver, 3c piece nickel, half dime silver, 
10c piece early date, 20c piece silver, 25c piece early date, 
50c piece early date. 


16-18 Exchange Place 
New York 
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“Steel-Strong”’ 
Rainbow Wrappers 


wrap pennies, nickels, 

dimes, quarters and halves — denom- 

ination wrapped is shown by colored 
spiral line on the wrapped package. 
One wrapper wraps five denominations 
Replace your Old Styles with Rainbows 

Sold by all Stationers—Write for Catalog 


The C. L. Downey Co., 


941-943 Clark St., - Cincinnati, Ohio 


Makers of “Steel-Strong” nationally used 
bank supplies for 8 years. 


WANTED TO PURCHASE 


Control of bank having from $25,000 to 
$50,000 Cap. & Surp. located in good Cen- 
tral States town or city. Must be clean. 
Replies will be treated-confidential. Address 
E. D., American Bankers Assn. Journal, 
332 So. La Salle St., Chicago. 


a $7,000,000 loan for consolidation and con- 
struction purposes (including railroad ex- 
tensions). The customs revenues are given 
as guarantee as well as the revenues de- 
rived from road taxes and those of the 
national railway. 

Perhaps the most important point em- 
bodied in the law under reference reads 
as follows: “The Executive authority ... 
shall be authorized to agree that the trustees 
of the loan . . . may propose the organiza- 
tion of a system of control and vigilance of 
the custom houses of the Republic in order 
to secure that the receipts above mentioned 
shall be properly received and administered 
in accordance with whatever tariffs and 
laws that may then be in force regarding 
the collection of receipts and the adminis- 
tration of custom houses.” The wisdom of 
the government has been shown in this docu- 
ment, since they understood that without 
such a clause the chances for the floating 
of a loan abroad would be non-existent. In 
the meantime Honduras is living practically 
out of advandes from the fruit companies 


The magnificent new 
home of the Mutual 
Benefit Insurance 
Company at Newark, 
N. J. Its modern 
vault is protected by 
345 tons of Steel- 
crete Armor Mat. 
J. H. &@ W. C. Ely, 
Newark, Architects ; 
Starrett Bros., Inc., 
New York, Con- 
tractors. 
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IVE other important institutions under 


construction, besides the one shown 
herewith, are installing Steelcrete 
Vaults. And Steelcrete is the vault 


of the Federal Reserve Bank of New York 
City—the world’s greatest vault. 

Steelcrete vaults are protected by shatter- 
proof blasting mats through which no blade 


can pass. The mats are so arranged that no 
flame can cut them. 


Send for 
dollar.” 


booklet “Most protection per 


The Consolidated Expanded Metal Companies 


Braddock, Pa. 


Offices in Principal Cities. 


and other foreign enterprises to which the 
government is literally “pawned.” 

The political disturbance of Nicaragua 
renders this country as a negative entity 
from the credit standpoint. 

Costa Rica has had its full share of pros- 
perity on account of high coffee prices. 
The country arranged recently to pay off its 
French debt in gold on the basis of 10 cents 
United States currency per franc. A great 
saving was accomplished without foreign 
assistance, since this piece of financing was 
effected with domestic resources except to 
the extent of a $500,000 loan made by the 
United Fruit Co. at 8 per cent interest, re- 
payable in weekly installments of $4,500 
each. 

At the present time there is a piece of 
financing to Costa Rica likely to fall in 
American hands. It is known that two 
groups of American bankers have been ne- 
gotiating with the Costa Rican Finance Min- 
ister in connection with a proposed loan to 
refund the internal debt of approximately 
$8,000,000 and for other purposes. The 
Minister has assumed the attitude that as 
the country is not in immediate need of this 
loan, and as the security offered is good 
(custom houses), he will not pay more than 
7 per cent interest and will wait until an 
offer is made at that rate. It is reported 
that both offers at present are at 8 per 
cent and with a discount of 12 per cent. 

The Republic of Panama has presented 
several small projects for foreign financing, 
such as the $500,000 loan for the city of 
David, but they have not been considered 
by American bankers. 


Mexico and Cuba 


VEN up to last January, rumors of a 

loan to Mexico have been published in 
the American press, but it is doubtful that 
the past foreign loan record of that coun- 
try and present conditions regarding for- 
eign rights and property will induce saving 
people to invest their funds in new Mexican 
securities. 

In Cuba there is at present a great deal 
of construction work being done, the cost 
of which is being provided for with do- 
mestic taxation. President Machado issued 
the following statement several months ago: 
“That during the Machado administration, 
regardless of the economic situation of the 
country, no foreign loans will be negotiated. 
The government will know how to readjust 
its expenses, as far as necessary, and will 


settle any difficulty in such a manner with- 

out having to negotiate a foreign loan, 7 
General Machado desires to break the prece- © 
dent occurring with every change of admin- = 
istration of contracting another foreign © 
loan.” 4 

The Minister of the Treasury, Céspedes, 7 
affirms that the first nine months’ experi-~ 
ences of the government in collecting these | 
taxes has demonstrated without doubt their 
potential efficiency. Estimates reached at © 
the time the laws were passed have been ~ 
verified in practice, and the collection of — 
the taxes has not offered any unforeseen © 
difficulty. He believes that the taxes are 
economically sound, and that the people are © 
not adverse to paying them in the realiza- 
tion that the funds are to be devoted to~ 
active construction work throughout the ~ 
island. The revenues will total for the 
present fiscal year an amount in excess of © 
$11,000,000, and next year, together with © 
the $5,000,000 special appropriation under — 
the general budget, and with a more effi- 
cient system of collection, will exceed $17,- 7 
000,000. Mr. Céspedes adds that Cuban and © 
foreign financial experts believe that total 
revenues over the ten years will reach © 
$200,000,000. 

The above considerations show _ that. 
the high amount already lent Latin Ameri- 
can governments by American bankers is © 
only the beginning of a growing financial — 
intercourse between the Americas. It has ~ 
been shown that, although in general, the © 
policy followed by our bankers in their 
financial dealings with the governments of 
the South has been along sound and safe 
practices, in certain few cases the investors 7 
have been disappointed in their investments, ~ 
and in others they have seen their funds 7 
used for purposes other than which they © 
had been intended. 

All this calls for greater care in the © 
selection of issues and for the elimination | 
of ruinous competition among __ bidders. 
Latin America is formed by countries rich 7 
in natural resources, but poor in capital. 7 
For their economic development in the im- ~ 
mediate future, Latin American countries © 
will need substantial quantities of capital. 7 
Much of the capital required will need to | 
be brought to Latin America by means of 7 
government loans. ; 

The obtaining of such loans over a long 
period of years, in adequate amounts and 7 
on the most favorable terms, demands the ~ 
formulation of a definite loan program on © 
the part of American bankers. 
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